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PART | — FINANCIAL INFORMATION
Iltem 1. Financial Statements

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE | NCOME

(Unaudited)
Quarter Ended June 30,
(Dollars in millions, except per share amounts) 2012 2011
Net Sales
Product sale $ 9,588  $10,22¢
Service sale 4,22 4,24
13,80" 14,46¢
Costs and Expense
Cost of products sol 7,12: 7,66¢
Cost of services sol 2,811 2,802
Research and developmt 52¢ 494
Selling, general and administrati 1,50¢ 1,57¢
11,96¢ 12,53¢
Other income, ne 34C 21¢
Operating profit 2,17¢ 2,15C
Interest expense, n 16€ 141
Income from continuing operations before income 2,011 2,00¢
Income tax expens 452 612
Net income from continuing operatio 1,55¢ 1,39
Discontinued operations (Note :
(Loss) income from operatiol ©)] 70
Loss on dispos: (210) —
Income tax benefit (expens 77 (37)
Net (loss) income on discontinued operati (13¢€) 33
Net income 1,422 1,43(
Less: Noncontrolling interest in subsidia’ earnings 94 112
Net income attributable to common shareowner $ 1,328 $ 1,31¢
Comprehensive income $ 721 $ 1,63i
Less: Comprehensive income attributable to nonodiimyg interests 67 114
Comprehensive income attributable to common shareomers $ 654 $ 152
Net income (loss) attributable to common shareosu
Net income from continuing operatio $ 1,466 $ 1,28¢
Net (loss) income from discontinued operati $ (13 $ 30
Earnings Per Share of Common St- Basic:
Net income from continuing operatio $ 164 $ 144
Net income attributable to common shareow! $ 14¢ $ 1.4¢
Earnings Per Share of Common St~ Diluted:
Net income from continuing operatio $ 16z $ 1.4
Net income attributable to common shareow! $ 147 $ 1.4t

See accompanying Notes to Condensed Consolidated¢ial Statements
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE | NCOME

(Unaudited)
Six Months Ended June 30,

(Dollars in millions, except per share amounts) 2012 2011
Net Sales

Product sale $ 18,00¢ $ 18,90¢

Service sale 8,21¢ 8,23¢

26,22 27,14

Costs and Expense

Cost of products sol 13,44¢ 14,13

Cost of services sol 5,41¢ 5,48¢

Research and developmt 1,06¢ 962

Selling, general and administrati 3,03¢ 3,02¢

22,971 23,60¢

Other income, ne 64C 31€
Operating profit 3,892 3,85(

Interest expense, n 297 29C
Income from continuing operations before income 3,59¢ 3,56(

Income tax expens 773 1,108
Net income from continuing operatio 2,822 2,457
Discontinued operations (Note :

(Loss) income from operatiol 27 14¢

Loss on dispos: 4,279 —

Income tax benefit (expens 151 (75)

Net (loss) income on discontinued operati (999 74
Net income 1,82¢ 2,531

Less: Noncontrolling interest in subsidia’ earnings 171 201
Net income attributable to common shareowner $ 1658 $ 2,33
Comprehensive income $ 1,628 $ 3,44

Less: Comprehensive income attributable to nonobimg interests 152 23¢
Comprehensive income attributable to common shareowers $ 147F $ 3,208
Net income (loss) attributable to common shareosu

Net income from continuing operatio $ 2,658 $ 2,267

Net (loss) income from discontinued operati $ (997) $ 69
Earnings Per Share of Common St- Basic:

Net income from continuing operatio $ 29 $ 252

Net income attributable to common shareow! $ 18 $ 2.6C
Earnings Per Share of Common St~ Diluted:

Net income from continuing operatio $ 294 $ 2.4¢

Net income attributable to common shareow! $ 18: $ 25t

See accompanying Notes to Condensed Consolidated ¢tal Statements
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEET

(Unaudited)

(Dollars in millions)
Assets

Cash and cash equivalel
Accounts receivable, n
Inventories and contracts in progress,
Future income tax benefits, curre
Assets of discontinued operatic
Restricted cash, curre
Other assets, curre
Total Current Asset
Customer financing asse
Future income tax benefi
Fixed asset
Less: Accumulated depreciati
Fixed assets, n

Goodwill
Intangible assets, n
Other asset

Total Assets
Liabilities and Equity

Shor-term borrowings
Accounts payabl
Accrued liabilities
Liabilities of discontinued operatiol
Long-term debt currently du
Total Current Liabilities
Long-term debr
Future pension and postretirement benefit obliga
Other lon¢-term liabilities
Total Liabilities

Commitments and contingent liabilities (Note :
Redeemable noncontrolling inter:
Shareowner Equity:

Common Stocl

Treasury Stocl

Retained earning

Unearned ESOP shar

Accumulated other comprehensive |

Total Shareowne’ Equity

Noncontrolling interes

Total Equity

Total Liabilities and Equit

See accompanying Notes to Condensed Consolidated ¢tal Statements
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December 31

June 30,
2012 2011
$ 5,96¢ $ 5,96(
9,53¢ 9,54¢
8,50z 7,791
1,67 1,66%
1,98¢ —
10,71¢ 37
75E 75€
39,14: 25,75¢
1,14F 1,03¢
2,44: 2,38i
15,01: 15,98(
(9,295 (9,779
5,717 6,201
16,11¢ 17,94:
4,89: 3,91¢
5,197 4,21(
$ 74,65 $ 61,45:;
$ 21C $ 63C
5,752 5,57(C
12,85: 12,28,
917 —
61 12¢
19,79: 18,61¢
20,45( 9,501
5,087 5,00%
5,36( 5,15(
50,69( 38,27+
23¢ 35¢
13,53¢ 13,44t
(19,399 (19,410
34,28t 33,48
(145) (152)
(5,675 (5,490
22,60« 21,88(
1,121 94(
23,72 22,82(
$ 74,65 $ 61,45:
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

(Dollars in millions)
Operating Activities of Continuing Operatior
Net income from continuing operatio
Adjustments to reconcile net income from continuapgrations to net cash flows provided by operating
activities of continuing operation
Depreciation and amortizatic
Deferred income tax provisic
Stock compensation cc
Change in
Accounts receivabl
Inventories and contracts in progri
Other current asse
Accounts payable and accrued liabilit
Global pension contributior
Other operating activities, n

Net cash flows provided by operating activitiesoftinuing operation

Investing Activities of Continuing Operatior
Capital expenditure
Investments in business
Dispositions of business:
Decrease in customer financing assets
(Increase) decrease in restricted ¢
Increase in collaboration intangible as:
Other investing activities, ni

Net cash flows used in investing activities of @ouing operation:

Financing Activities of Continuing Operatior
Issuance (repayment) of Ic-term debt, ne
(Decrease) increase in sk-term borrowings, ne
Common Stock issued under employee stock
Dividends paid on Common Sto
Repurchase of Common Stc
Other financing activities, ni

Net cash flows provided by (used in) financing \dtiés of continuing operatior

Discontinued Operation
Net cash provided by (used in) operating activi
Net cash used in investing activit|
Net cash used in financing activiti

Net cash used in discontinued operati

Effect of foreign exchange rate changes on casitasid equivalent
Net increase in cash and cash equival

Cash and cash equivalents, beginning of

Cash and cash equivalents, end of pe
Less: Cash and cash equivalents of discontinuechtipes

Cash and cash equivalents of continuing operatiems of perioc

See accompanying Notes to Condensed Consolidated ¢tal Statements
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Six Months Ended

June 30,

2012 2011
$ 2,82 $ 2,457
62t 63¢
11 28¢
96 124
262 (582)
(1,049 (782)
(58) (24)
744 597
(24) (70)
(409) @
3,02¢ 2,64¢
(437 (377
(209) (189
284 14t
26 29
(10,69¢) 9

(1,249 —
2) 70
(12,277) (302)
10,78 (60)
(419 1,16:
13¢€ 16€
(825) (781)
— (1,500
(302) (89)
9,377 (1,099
3 (24)
(7) (5)
— (10)
(4 (39
(37) 11C
aC 1,31:
5,96( 4,08:
6,05( 5,39¢

84 —
$ 5,96¢ $ 5,39¢
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UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

The Condensed Consolidated Financial Statemegdtsmat 30, 2012 and for the quarters and six momitisceJune 30, 2012 and 2011
are unaudited, but in the opinion of managementidecall adjustments (consisting only of normalureing adjustments) necessary for a fair
presentation of the results for the interim periddee results reported in these Condensed Consadiddnancial Statements should not
necessarily be taken as indicative of resultsrieat be expected for the entire year. The finanofarmation included herein should be read
in conjunction with the financial statements antesan our Annual Report to Shareowners (2011 AhReport) incorporated by reference
our Annual Report on Form 10-K for calendar yeat2(2011 Form 10-K).

Certain reclassifications have been made to tha paar amounts to conform to the current yearguiedion. On September 28, 2011,
we announced a new organizational structure thawalus to better serve customers through greategiation across product lines. Effect
January 1, 2012, we formed the UTC Climate, Cost€oBecurity segment which combines the formeri€aand UTC Fire & Security
segments. In 2012, the Company approved plansiéodivvestiture of a number of non-core businesHes.results of operations including the
expected loss on disposition and the related dagls fwhich result from these non-core businessee haen reclassified to Discontinued
Operations in our Condensed Consolidated Stateai€@wmprehensive Income and Condensed Consolickitgdment of Cash Flows for all
periods presented. See Note 2 for further discossio

Note 1: Acquisitions, Dispositions, Goodwill and Gter Intangible Assets

Business Acquisitions and Dispositionuring the first six months of 2012, our investmenbusiness acquisitions was $358 million
(including debt assumed of $149 million).

On September 21, 2011, we announced an agreemacqtiare Goodrich Corporation (Goodrich), a glahgbplier of systems and
services to the aerospace and defense industry2@ith sales of $8.1 billion. Goodrich products urid aircraft nacelles and interior systems,
actuation and landing systems, and electronic systender the terms of the agreement, Goodricteblogers will receive $127.50 in cash
for each share of Goodrich common stock they owtheatime of the closing of the transaction. Thisaes to a total estimated enterprise
value of $18.2 bhillion, including $1.7 billion irehdebt to be assumed. In March 2012, Goodrichvedeshareholder approval for the
transaction. The transaction is subject to custgrolmsing conditions, including regulatory appraalVe expect that this acquisition will
close in mid-2012. Once the acquisition is compl&eodrich and Hamilton Sundstrand will be combiteébrm a new segment named UTC
Aerospace Systems. This segment and our Pratt &@hsegment will be separately reportable segnatitsugh they will both be include
within the UTC Propulsion & Aerospace Systems oizgtional structure. We expect the increased séiakncial strength and
complementary products of the new combined busiwdkstrengthen our position in the aerospace @gfénse industry. Further, we expect
that this acquisition will enhance our ability tgpport our customers with more integrated systems.

In 2012, the Company approved plans for the ditestiof a number of non-core businesses. Cash gieairom these divestitures is
intended to be used to repay a portion of the sieont debt we expect to incur as part of the fimagéor the proposed acquisition of
Goodrich. See Note 2 for further discussion.

In July 2012, we completed the acquisition of Gagfdand announced agreements to sell a numbemstore businesses. See Note 17
for discussion of subsequent events.

On June 29, 2012, Pratt & Whitney, Rolls-Royce(Blolls-Royce), and MTU Aero Engines AG (MTU) anghdaese Aero Engines
Corporation (JAEC), participants in the IAE Intetinaal Aero Engines AG (IAE) collaboration, compgdta restructuring of their interests in
IAE. Under the terms of the agreement, Rolls-Raald its ownership and collaboration interestsAR ko Pratt & Whitney, while also
entering into a license for its V2500 intellectpabperty with Pratt & Whitney. In exchange for thereased ownership and collaboration
interests and intellectual property license, R&at¥hitney paid Rolls-Royce $1.5 billion at closimgth additional payments due to Rolls-
Royce conditional upon each hour flown by V2500-poed aircraft in service at the closing date ofghechase from Rolls-Royce during the
fifteen year period following closing of the purclea The collaboration interest and intellectuapprty licenses are reflected as intangible
assets and will be amortized in relation to theneooic benefits received over the remaining estith&8®@year life of the V2500 program.
Rolls-Royce will continue to support IAE as a stgit supplier for the V2500 engine and continupadorm its key responsibilities for IAE,
including the manufacture of parts and assembBngines. Pratt & Whitney entered into a collaboratirrangement with MTU with respect
to a portion of the acquired collaboration inteiesfAE for consideration of approximately $233 lwih with additional payments due to
Pratt & Whitney in the future. As a result of théssnsactions, Pratt & Whitney has a 61% net irstarethe collaboration and a 49.5%
ownership interest in IAE. Based on the criteriefegh in the Consolidation Topic of the FASB Actting Standards Codification (ASC),
we have determined that IAE is a
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variable interest entity (VIE). IAE’s business posp is to coordinate the design, development, lamdhanufacture of, and to provide product
support to the V2500 program through involvemerihwhe collaborators. IAE retains limited equitythivihe primary economics of the V2¢&
program passed to the participants in the sepacdiboration arrangement. As such, UTC is deteedhito be the primary beneficiary of IAE
as it absorbs the significant economics of IAE had the power to direct the activities that aresm®red most significant to IAE. The
consolidation of IAE resulted in a gain of $21 ioifi recognized on the remeasurement to fair valueiopreviously held equity interest on
obtaining control of IAE. The carrying amounts amaksification of assets and liabilities for IAEdnr condensed consolidated balance sheet
as of June 30, 2012 are as follows:

(Dollars in millions)

Current assel $1,56¢
Noncurrent asse 90z
Total asset $2,467
Current liabilities $1,46¢
Noncurrent liabilities 90z
Total liabilities $2,367

Gooduwill. Changes in our goodwill balances for the firstraignths of 2012 were as follows:

Balance as ¢
Goodwill resulting from
Balance as of Foreign currency June
(Dollars in millions) January 1, 201: business combinations translation and other 30, 2012
Otis $ 1,51¢ $ 8 $ (37) $ 1,48
UTC Climate, Controls &

Security 9,75¢ 36 (17¢) 9,61¢
Pratt & Whitney 1,22t 254 (549 934
Hamilton Sundstran 4,47¢ — (744) 3,731
Sikorsky 34¢ — — 34¢
Total Segment 17,32( 29¢ (1,502 16,11¢
Eliminations and othe 623 — (629 —

Total $ 17,94 $ 29¢€ $ (2,125 $ 16,11¢

For the six months ended June 30, 2012, Pratt &nehirecorded $254 million of tax-deductible goodivésulting from business
combinations related to its increased ownershigr@st and consolidation of IAE. The approximatetyldillion decrease reflected under
“Foreign currency translation and other” in thel¢éafbove primarily reflects the decision to divestumber of non-core businesses and the
resulting reclassification to Assets of discontihwgerations. See Note 2 for further discussion.

Intangible Assets.Identifiable intangible assets are comprised offtilewing:

June 30, 2012 December 31, 2011
Accumulated Accumulated
(Dollars in millions) Gross Amouni Amortization Gross Amount Amortization
Amortized:
Service portfolios $ 2,031 $ (1,100 $ 2,03¢ $ (1,060
Patents and tradematr 39C (159 462 (183)
IAE collaboration 1,24¢ — — —
Other, principally customer relationshi 3,17: (1,419 3,32¢ (1,429
6,83¢ (2,677 5,82¢ (2,672)
Unamortized
Trademarks and oth 72€ 762
Total $ 7,56¢ $ (2,67) $ 6,59( $ (2,672
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Amortization of intangible assets for the quarted aix months ended June 30, 2012 was $96 milineh& 95 million respectively,
compared with $103 million and $203 million for th@me periods of 2011. Average amortization ofahetangible assets for 2012 through
2016 is expected to approximate $360 million pearye

Note 2: Discontinued Operations

In 2012, the Company approved plans for the ditestiof a number of non-core businesses. Cash gieairom these divestitures is
intended to be used to repay a portion of the dieont debt we expect to incur as part of the fiagdéor the proposed acquisition of
Goodrich. These divestitures are expected to genapproximately $3 billion in net cash, on anaft basis.

In the first quarter of 2012, the Hamilton Sundsttdndustrial businesses, Pratt & Whitney RocketdgiRocketdyne), and Clipper
Windpower (Clipper) all met the held-for-sale crige On June 29, 2012, management approved a piahd divestiture of UTC Power. The
operating results of Clipper and UTC Power had ipresty been reported within “Eliminations & othér’ our segment disclosure. The res
of operations, including the net losses expectedigposition, and the related cash flows which ltdsom these non-core businesses have
been reclassified to Discontinued Operations in@amdensed Consolidated Statement of Comprehehsivene and Condensed
Consolidated Statement of Cash Flows for all perjpesented. The assets and liabilities of thesecame businesses have been reclassifi
Assets of discontinued operations and Liabilitiediscontinued operations in our Condensed ConatditiBalance Sheet as of June 30, 2012,
Cash flows from the operation of these discontinoesinesses will continue until their disposalsstraf which are expected to occur in the
second half of 2012.

As a result of the decision to dispose of thesénegses, the Company has recorded pre-tax goddwpllirment charges of
approximately $360 million and $590 million relatedRocketdyne and Clipper, respectively, in distared operations during the first
quarter of 2012, and pre-tax net asset impairmiesitges of approximately $179 million related to UP@wer in discontinued operations
during the second quarter of 2012. The goodwillampent charges result from the decision to dispddmth Rocketdyne and Clipper witt
a relatively short period after acquiring the besses. Consequently, there has not been suffimpartunity for the long-term operations to
recover the value implicit in goodwill at the imitidate of acquisition. The impairment charge aClFower results from adjusting the net
assets of the business to the estimated fair Vafsecost to sell the business expected to beeghlipon sale and reflects the loss in value
from the disposition of the business before theshitnof the technology investments could be fudiglized. The fair value of these busine:
has been estimated using information availablaéntarketplace as we market these businesseddoisare could be gains or additional
losses recorded upon final disposition of thesénmsses based upon the values, terms and conditiahare ultimately negotiated.

The following summarized financial information redd to these nonere businesses has been segregated from contiopéngtions an
will be reported as discontinued operations throtinghdates of disposition:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Discontinued Operation
Net sales $ 56z $ 60€ $ 1,08¢ $ 1,27¢
(Loss) income from operatiol $ ©) $ 70 $ 27 $  14c¢
Income tax benefit (expens 1 (37) (9) (75)
(Loss) income from operations, net of income te () 33 18 74
Loss on dispos: (210 — (1,177 —
Income tax benef 76 — 16C —
Net (loss) income on discontinued operati $ (136 $ 33 $ (999 $ 74

The income tax benefit for the six months ended RM 2012 includes approximately $235 million nfavorable income tax
adjustments related to the recognition of a defeta& liability on the existing difference betwethie accounting versus tax gain on the
planned disposition of Hamilton Sundstrand’s Indakbusinesses.
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The assets and liabilities of discontinued openation the Condensed Consolidated Balance Sheétlas®30, 2012 are as follows:

(Dollars in millions)

Assets
Cash and cash equivalel $ 84
Accounts receivable, n 357
Inventories and contracts in progress, 164
Future income tax benefits, curre 18
Other assets, curre 13
Future income tax benefi 7
Fixed assets, ni 29t
Goodwill 90t
Intangible assets, n 10z
Other asset 43
Assets of discontinued operatic $1,98¢

Liabilities
Shor-term borrowings $ 1
Accounts payabl 15€
Accrued liabilities 62€
Future pension and postretirement benefit obliga 1
Other lon¢-term liabilities 131
Liabilities of discontinued operatiol $ 917

We announced agreements for the sale of Rockewlydely 23, 2012 and for the sale of the Hamiltand&trand Industrial businesses

on July 25, 2012. See Note 17 for discussion o$sgbent events.

Note 3: Earnings Per Share

Quarter Ended June 30,

Six Months Ended June 30,

(Dollars in millions, except per share amounts; shas in millions) 2012 2011 2012 2011
Net income from continuing operatio $ 1,46¢ $ 1,28 $ 2,65t $ 2,261
Net (loss) income from discontinued operati (13¢) 30 (997) 69
Net income attributable to common shareow! $ 1,32¢ $ 1,31¢ $ 1,65¢ $ 2,330
Basic weighted average number of shares outstal 893.¢ 892.¢ 892.1 895.¢
Stock award: 11.4 16.€ 12.1 16.5
Diluted weighted average number of shares outstar 904.¢ 909.¢ 904.2 912.¢
Earnings (Loss) Per Share of Common St- Basic:

Net income from continuing operatio $ 164 $ 14 $ 2.9¢ $ 252

Net (loss) income from discontinued operati (0.16) 0.0z (1.12) 0.0¢

Net income attributable to common shareowi 1.4¢ 1.4¢ 1.8¢ 2.6
Earnings (Loss) Per Share of Common St Diluted:

Net income from continuing operatio $ 162 $ 141 $ 29« $ 2.4¢

Net (loss) income from discontinued operati (0.15) 0.0z (2.10 0.0¢

Net income attributable to common shareowi 1.47 1.4¢ 1.8: 2.5¢

The computation of diluted earnings per share eadithe effect of the potential exercise of staglrds, including stock appreciation
rights and stock options, when the average markes pf the common stock is lower than the exerpisee of the related stock awards dui
the period. These outstanding stock awards araalided in the computation of diluted earnings per

10
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share because the effect would be anti-dilutive.tk® quarter ended June 30, 2012, the numbebdk stwards excluded from the
computation was 6.2 million. For the six monthseshdune 30, 2012, there were no dliltitive stock awards excluded from the computal
There were no anti-dilutive stock awards excludedifthe computation for the quarter and six moetided June 30, 2011. On June 18,
2012, we issued 22,000,000 Equity Units, whichrbitlimpact diluted earnings per share in the quartsix months ended June 30, 2012.

Note 4: Inventories and Contracts in Progress

(Dollars in millions) June 30, 201 December 31, 201
Raw materials $ 1,13¢ $ 1,321
Work-in-process 3,82z 3,17¢
Finished good 3,08: 3,07¢
Contracts in progres 7,101 6,89¢
15,14¢ 14,47
Less:

Progress payments, secured by lien, on U.S. Gowarhr
contracts (281) (422)
Billings on contracts in progre: (6,369 (6,259
$ 8,507 $ 7,791

As of June 30, 2012 and December 31, 2011, theeaiperentory balances include capitalized contrasetbpment costs of $826
million and $776 million, respectively, relateddertain aerospace programs. These capitalized aastgjuidated as production units are
delivered to the customer. The capitalized contlagelopment costs within inventory principallyate to costs capitalized on Sikorsky’s CH-
148 contract with the Canadian government. The @Bii& a derivative of the H-92, a military variarithe S-92.

Note 5: Borrowings and Lines of Credit

(Dollars in millions) June 30, 201 December 31, 201
Commercial paper $ — $ 45k
Other borrowing: 21C 17t
Total shor-term borrowings $ 21C $ 63C

On November 8, 2011, we entered into a bridge tegfieement with various financial institutionsttheovides for a $15 billion
unsecured bridge loan facility available to palyifind the cash consideration of the pending aitjon of Goodrich and pay related fees,
expenses and other amounts expected to becomendymgable by UTC as a result of the acquisitiomy Ainding under the bridge credit
agreement would substantially occur concurrentiwie consummation of the Goodrich acquisitiomject to customary conditions for
acquisition financings of this type. Any loans madesuant to the bridge credit agreement would reatn the date that is 364 days after the
funding date. We have reduced the available comeniteunder this bridge loan facility to $2 billipnmarily as a result of the subsequent
financing transactions on June 1, 2012 and Jun2d®, as described below.

On April 24, 2012, we entered into a term loan itragreement with various financial institutionsitiprovides for a $2 billion
unsecured term loan facility, and which is avaiatal partially fund the cash consideration of teaging acquisition of Goodrich and pay
related fees, expenses and other amounts expedbeddme due and payable by UTC as a result gfaeisition. Any loan under the
agreement would mature on December 31, 2012, andirfg would occur shortly before consummation ef &lcquisition, subject to
customary conditions for financings of this typenBing would be conditioned on the substantiallgtemporaneous termination of the
remaining commitments under our $15 billion bridgedit agreement executed on November 8, 2011.

On June 1, 2012, we issued a total of $9.8 billiblong-term debt, which is comprised of $1.0 bitliaggregate principal amount of
1.200% notes due 2015, $1.5 billion aggregate pat@amount of 1.800% notes due 2017, $2.3 bilaggregate principal amount of 3.100%
notes due 2022, $3.5 billion aggregate principabam of 4.500% notes due 2042, $1.0 billion aggiegaincipal amount of three-month
LIBOR plus 0.270% floating rate notes due 2013, %@ billion aggregate principal amount of threenth LIBOR plus 0.500% floating re
notes due 2015. We expect to primarily use the@reteeds of these notes to partially fund the casisideration for the pending acquisition
of Goodrich and pay related fees, expenses and atheunts expected to become due and payable byddE(result of the acquisition. The
remainder of the net proceeds from these notesyif will be used for general corporate purposés. three-month LIBOR rate as of June 30,
2012 was approximately 0.5%.
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On June 18, 2012, we issued 22,000,000 Equity UB#sh Equity Unit has a stated amount of $50 aitidlly is in the form of a
corporate unit consisting of (a) a freestandinglsfmurchase contract under which the holder witchase from us on August 1, 2015, a
number of shares of our common stock determinesiyaunt to the terms of the agreement and (b) a d200%, undivided beneficial
ownership interest in $1,000 principal amount on&5% junior subordinated notes due 2022. Holdétke Equity Units will be entitled to
receive quarterly contract adjustment paymentsrateaof 5.95% per year of the stated amount off@5CEquity Unit, subject to our right to
defer such payments. We expect to primarily usendigroceeds of the Equity Units to partially fuhd cash consideration of the pending
acquisition of Goodrich and pay related fees, egpsrand other amounts expected to become due gablgdy UTC as a result of the
acquisition. The remainder of the net proceeds fileerEquity Units, if any, will be used for genecalporate purposes.

The net proceeds from the sale of the Equity Unége allocated between the purchase contractsh@naotes in our financial
statements based on the underlying fair value dfl @strument at the time of issuance taking imnsideration the contract adjustment
payments. The fair value of the purchase contiactgpected to approximate the present value ofdnéract adjustment payments and was
recorded as a reduction to Common Stock, with &etiing credit to liabilities. This liability wilbe accreted over three years through interes
charges to the income statement based on a conatarialculation. The purchase contracts areatefiein our diluted earnings per share
calculations using the treasury stock method.

Cash generated from the issuances of long-termatebEquity Units during June 2012 is currentlyigiested for the Goodrich
acquisition and payment of related feespenses and other amounts expected to beconendymayable by UTC as a result of the acquis
and has therefore been classified as “Restrictsld, current'in our Condensed Consolidated Balance Sheet amef30, 2012. The restrict
cash balance held as of June 30, 2012 and Dece3thp2011 was $10.7 billion and $37 million, respey.

At June 30, 2012, we had revolving credit agreemeiith various banks permitting aggregate borrowiafjup to $4 billion pursuant to
a $2 billion revolving credit agreement and a $dsi multicurrency revolving credit agreement, baif which expire in November 2016. As
of June 30, 2012, there were no borrowings undbeedf these revolving credit agreements. The awdrportions of our revolving credit
agreements are also available to serve as backiliti¢a for the issuance of commercial paper. Adune 30, 2012, our maximum
commercial paper borrowing authority as set byBuoerd of Directors was $4 billion. We generally wsg commercial paper borrowings for
general corporate purposes, including the fundirptential acquisitions and repurchases of ourroom stock.

Long-term debt consisted of the following:

(Dollars in millions) June 30, 201 December 31, 201
LIBOR plus 0.270% floating rate notes due 2013 $ 1,00C $ —

LIBOR plus 0.500% floating rate notes due 2| 50C —

1.200% notes due 201! 1,00( —

4.875% notes due 201! 1,20( 1,20(
5.375% notes due 201’ 1,00( 1,00(
1.800% notes due 201 1,50( —

6.125% notes due 201! 1,25( 1,25(
8.875% notes due 20: 27z 27z
4.500% notes due 202! 1,25( 1,25(
8.750% notes due 20: 25C 25C
3.100% notes due 202; 2,30( —

1.550% junior subordinated notes due 202 1,10¢ —

6.700% notes due 20: 40C 40C
7.500% notes due 202! 55C 55C
5.400% notes due 203! 60C 60C
6.050% notes due 203! 60C 60C
6.125% notes due 203 1,00( 1,00(
5.700% notes due 204 1,00¢ 1,00(¢
4.500% notes due 204 3,50( —

Project financing obligatior 81 127
Other (including capitalized leases and discoL 15¢ 131
Total lon¢-term debt 20,51: 9,63(
Less current portio (61) (129
Long-term debt, net of current portic $ 20,45( $ 9,501

*  We may redeem some or all of these series ofsnat@ny time at a redemption price in U.S. dokaysal to the greater
of 100% of the principal amount outstanding of éipplicable series of notes to be redeemed, oruitmeas the present
values of the remaining scheduled payments of jpréih@nd interest on the applicable series of nwid®e redeemed.
The discounts applied on such redemptions are basadsemiannual calculation at an adjusted trgaste plus 1GB0
basis points, depending on the particular series.rédemption price will also include interest aect to the date of
redemption on the principal balance of the notésgoeedeemec
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**  The junior subordinated notes are redeemabtruaption, in whole or in part, on a date notieathan August 1,
2017. The redemption price will be the principaloamt, plus accrued and unpaid interest, if anytouput excluding
the redemption date. We may extend or eliminatefit®nal redemption date as part of a remarkatirthe junior
subordinated notes which could occur between &2%12015 and July 15, 2015 or between July 23, 20tbJuly 29,
2015.

We have an existing universal shelf registrati@eshent filed with the Securities and Exchange Casion (SEC) for an indetermin:
amount of equity and debt securities for futureidsee, subject to our internal limitations on theant of equity and debt to be issued under
this shelf registration statement.

The closing of the acquisition of Goodrich on J26; 2012 materially changed certain of the borrgsiand lines of credit listed above.
See Note 17 for discussion of subsequent evertsidimg the Goodrich acquisition financing.

Note 6: Income Taxes

We conduct business globally and, as a result, 0iT@he or more of our subsidiaries files incomertturns in the U.S. federal
jurisdiction and various state and foreign jurisidics. In the normal course of business we areestip examination by taxing authoriti
throughout the world, including such major jurigios as Australia, Belgium, Canada, China, FraGaFmany, Hong Kong, Italy, Japan,
South Korea, Singapore, Spain, the United Kingdadhtae United States. With few exceptions, we aréonger subject to U.S. federal, state
and local, or non-U.S. income tax examinationsytmars before 1998.

In the ordinary course of business, there is inftaracertainty in quantifying our income tax pasits. We assess our income tax
positions and record tax benefits for all yeargeettto examination based upon management’s evatuat the facts, circumstances, and
information available at the reporting date. Farseatax positions where it is more likely than thatt a tax benefit will be sustained, we have
recorded the largest amount of tax benefit witleater than 50% likelihood of being realized uptiimate settlement with a taxing authority
that has full knowledge of all relevant informatidtor those income tax positions where it is notarikely than not that a tax benefit will be
sustained, no tax benefit has been recognizeckifinancial statements. Where applicable, assatiaterest has also been recognized;
interest accrued in relation to unrecognized taefits is recorded in interest expense. Penalfi@surred, would be recognized as a
component of income tax expense.

It is reasonably possible that over the next twehamths the amount of unrecognized tax benefits degyease within a range of $10
million to $120 million as a result of additionabvidwide uncertain tax positions, the revaluatiburrent uncertain tax positions arising
from developments in examinations, in appeals dhéncourts, or the closure of tax statutes. Aiporof this net reduction may impact the
Company’s 2012 or 2013 income tax expense. Notided in the range is €198 million (approximateld$2nillion) of tax benefits that we
have claimed related to a 1998 German reorganizadigortion of these tax benefits was denied lBy@erman Tax Office on July 5, 2012,
as a result of the audit of tax years 1999 to 2002008 the German Federal Tax Court denied benefianother taxpayer in a case invol
a German tax law relevant to our reorganizatiore d@étermination of the German Federal Tax Couth@nother matter was appealed to the
European Court of Justice (ECJ) to determine ifuth@erlying German tax law is violative of Europadmon (EU) principles. On
September 17, 2009 the ECJ issued an opinionsrctse that is generally favorable to the othgraper and referred the case back to the
German Federal Tax Court for further consideratiboertain related issues. In May 2010, the Gerfeateral Tax Court released its decis
in which it resolved certain tax issues that mayddevant to our audit and remanded the casedwerlcourt for further development. After
consideration of the ECJ decision and the latest@e Federal Tax Court decision, we continue teelelthat it is more likely than not that
the relevant German tax law is violative of EU piples and we have not accrued tax expense fontatter. As we continue to monitor
developments related to this matter, it may becoesessary for us to accrue tax expense and réfaezdst.

Tax years 2004 through 2008 are currently befoeeMppeals Division of the Internal Revenue SeryigsS) for resolution discussions
regarding certain proposed tax adjustments wittclvtiie Company does not agree. The Company exsciition discussions relating to
the 2004 and 2005 tax years to be completed witlemext six months.
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Note 7: Employee Benefit Plans

Pension and Postretirement PlansiWe sponsor both funded and unfunded domestic aethfodefined pension and other postretirement
benefit plans, and defined contribution plans. @bations to these plans were as follows:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Defined Benefit Plans $ 11 $ 41 $ 24 $ 70
Defined Contribution Plar $ 56 $ 56 $ 11¢€ $ 112

There were no contributions to our domestic definedefit pension plans in the first six months @12 and 2011.

The following tables illustrate the components ef periodic benefit cost for our defined pensiod ather postretirement benefit plans:

Pension Benefits Other Postretirement Benefits
Quarter Ended Quarter Ended
June 30, June 30,

(Dollars in millions) 2012 2011 2012 2011
Service cost $ 11¢ $ 111 $ 1 $ 1
Interest cos 31z 32€ 8 10
Expected return on plan ass (45€) (45¢) — —
Amortization 3 3 — Q)
Recognized actuarial net loss (ge 18C 11€ 2 ()
Net settlement and curtailment Ic 7 13 — —
Total net periodic benefit co $ 15€ $ 10E $ 7 $ 8

Pension Benefits Other Postretirement Benefits

Six Months Ended Six Months Ended

June 30, June 30,

(Dollars in millions) _2012 _2011 _2012 _2011
Service cost $ 23C $ 222 $ 2 $ 2
Interest cos 62€ 65C 16 20
Expected return on plan ass (912) (9149 — —
Amortization (6) (6) — 2
Recognized actuarial net loss (ge 361 231 (4) 4
Net settlement and curtailment Ic 35 13 — —
Total net periodic benefit co 334 $ 19€ $ 14 $ 16

Net settlements and curtailment losses for pensémefits includes curtailment losses of approxifge8 million and $24 million
related to, and recorded in, discontinued operatfonthe quarter and six months ended June 3®,28%pectively.
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Note 8: Restructuring Costs

During the first six months of 2012, we recordet pre-tax restructuring costs totaling $232 millfon new and ongoing restructuring
actions as follows:

(Dollars in millions)

Otis $ 63
UTC Climate, Controls & Securil 72
Pratt & Whitney 54
Hamilton Sundstran 5
Sikorsky 6
Eliminations and othe __ 4
Restructuring costs recorded within continuing agens 204
Restructuring costs recorded within discontinueerapions 28
Total $232

The net costs included $110 million recorded it cbsales, $94 million in selling, general and amisirative expenses, and $28 milli
in discontinued operations. As described belowsdtmsts primarily relate to actions initiated dgr2012 and 2011.

2012 Actions.During the first six months of 2012, we initiatexbtructuring actions relating to ongoing cost réidncefforts, including
workforce reductions and the consolidation of fiefterations. We recorded net pee-restructuring costs totaling $187 million, iding $8¢
million in cost of sales, $72 million in sellingegeral and administrative expenses and $27 miltiatiscontinued operations.

We expect the actions initiated in the first sixmi® of 2012 to result in net workforce reductiohapproximately 2,300 hourly and
salaried employees, the exiting of approximatel,600 net square feet of facilities and the dispofassets associated with exited facilities.
As of June 30, 2012, we have completed net workfoeductions of approximately 1,300 employees aitdaapproximately 100,000 net
square feet. We are targeting the majority of #reaining workforce and all facility related costluetion actions for completion during 2012
and 2013. No specific plans for significant othetians have been finalized at this time.

The following table summarizes the accrual balameesutilization by cost type for the 2012 restmuictg actions:

Facility Exit, Lease

Asset Termination and
(Dollars in millions) Severanci Write -Downs Other Costs Total
Restructuring accruals at March 31, 2012 $ 84 $ — $ 3 $ 87
Net pre-tax restructuring cos 59 1 11 71
Utilization and foreign exchang (50 (1) 4 _ (55
Balance at June 30, 20 $ 93 $ — $ 10 $10z

The following table summarizes expected, incurmed ’emaining costs for the 2012 restructuring actiby type:

Facility Exit, Lease

Asset Termination and
(Dollars in millions) Severanci Write -Downs Other Costs Total
Expected costs $ 197 $ 13 $ 46 $ 25€
Costs incurrer- quarter ended March 31, 20 (96) 12 (8) (11€)
Costs incurrer- quarter ended June 30, 2C (59 @® (11 71
Balance at June 30, 20 $ 42 $ — $ 27 $ 69
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The following table summarizes expected, incurned @maining costs for the 2012 restructuring astioy segment:

Costs Incurred Costs Incurred

Expectec Quarter Ended Quarter Ended Remaining

Costs at
(Dollars in millions) Costs March 31, 201: June 30, 2012 June 30, 201
Otis $ 61 $ (23) $ (31) $ 7
UTC Climate, Controls & Securil 98 (25) (24) 49
Pratt & Whitney 61 (34) (16) 11
Hamilton Sundstran 5 ((B)] 2 2

Eliminations and othe 4 (6) 2 —

Discontinued operatior 27 (27) — —
Total $ 25€ $ 11€) $ 71) $ 69

2011 Actions.During the first six months of 2012, we recordeti pre-tax restructuring costs totaling $41 millfon restructuring actions
initiated in 2011, including $19 million in cost séles, $21 million in selling, general and adntiaisve expenses and $1 million in
discontinued operations. The 2011 actions relatstming cost reduction efforts, including workfeneductions and the consolidation of
field operations.

As of June 30, 2012, we have completed net workfoeductions of approximately 4,000 employees adgected 5,000 employees,
and have exited approximately 100,000 net squateofiefacilities of an expected 2 million net scuiéet. We are targeting the majority of
remaining workforce and facility related cost retilue actions for completion during 2012 and 2013.

The following table summarizes the accrual balameesutilization by cost type for the 2011 restmuictg actions:

Facility Exit, Lease

Asset Termination and

(Dollars in millions) Severanci Write -Downs Other Costs Total
Restructuring accruals at March 31, 2012 $ 83 $ — $ 14 $ 97
Net pre-tax restructuring cos 18 — 3 21
Utilization and foreign exchang (31) — (5 _(36)
Balance at June 30, 20 $ 70 $ — $ 12 82

The following table summarizes expected, incurmed ’emaining costs for the 2011 restructuring actiby type:

Facility Exit, Lease

Asset Termination and
(Dollars in millions) Severanct Write -Downs Other Costs Total
Expected costs $ 304 $ 4 $ 69 $ 377
Costs incurred through December 31, 2 (259) (4) (23) (28¢€)
Costs incurrer- quarter ended March 31, 20 (20 — (20 (20
Costs incurrer- quarter ended June 30, 2C (18) — (3 (21)
Remaining costs at June 30, 2( $ 17 $ — $ 33 $ 50
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The following table summarizes expected, incurned @maining costs for the 2011 restructuring astioy segment:

Costs Incurred Costs Incurred

Expectec Costs Incurred Quarter Ended Quarter Ended Remaining

through Costs at
(Dollars in millions) Costs December 31, 201 March 31, 201: June 30, 2012 June 30, 201
Otis $ 101 $ (76) $ (6) $ @) $ 15
UTC Climate, Controls & Securil 122 (93 9 (13 7
Pratt & Whitney 47 (37 2 Q) 7

Hamilton Sundstran 8 (8) — — —
Sikorsky 75 (51) ©) ) 19
Discontinued operatior 24 (22) — (1) 2
Total $ 377 $ (286) $ 20) $ (21) $ 50

2010 Actions.As of June 30, 2012, we have approximately $44ionilbf accrual balances remaining related to 2@tidas.

Note 9: Financial Instruments

We enter into derivative instruments for risk magragnt purposes only, including derivatives deskgghats hedging instruments under
the Derivatives and Hedging Topic of the FASB AS ¢hose utilized as economic hedges. We oper@mationally and, in the normal
course of business, are exposed to fluctuationsténest rates, foreign exchange rates and comgnpdites. These fluctuations can increase
the costs of financing, investing and operatingtthsiness. We have used derivative instrumenthkjdimg swaps, forward contracts and
options to manage certain foreign currency, intaas and commodity price exposures.

By their nature, all financial instruments involverket and credit risks. We enter into derivatimd ather financial instruments with
major investment grade financial institutions amgdpolicies to monitor the credit risk of thoseimrparties. We limit counterparty
exposure and concentration of risk by diversifygoginterparties. While there can be no assurancedowmt anticipate any material non-
performance by any of these counterparties.

Foreign Currency Forward Contracts. We manage our foreign currency transaction riskect®ptable limits through the use of derivatives
that hedge forecasted cash flows associated wigtigio currency transaction exposures, which arewatted for as cash flow hedges, as we
deem appropriate. To the extent these derivatikegféective in offsetting the variability of thediged cash flows, and otherwise meet the
hedge accounting criteria of the Derivatives anddiieg Topic of the FASB ASC, the changes in thevadives’ fair values are not included
in current earnings but are included in “Accumuliat¢her comprehensive loss.” These changes ivéire will subsequently be reclassified
into earnings as a component of product salesmereses, as applicable, when the forecasted tramsactcurs. To the extent that a previol
designated hedging transaction is no longer arct@ffehedge, any ineffectiveness measured in thgihg relationship is recorded currently
in earnings in the period in which it occurs.

To the extent the hedge accounting criteria aremnedt the foreign currency forward contracts aikzatl as economic hedges and
changes in the fair value of these contracts arerded currently in earnings in the period in whisly occur. These include hedges that are
used to reduce exchange rate risks arising fronchihage in fair value of certain foreign curreneyndminated assets and liabilities (e.g.
payables, receivables) and other economic hedgeeevthe hedge accounting criteria were not met.

The four quarter rolling average of the notionabamt of foreign exchange contracts hedging foreigmency transactions was $11.1
billion and $10.4 billion at June 30, 2012 and Deber 31, 2011, respectively.
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The following table summarizes the fair value ofigative instruments as of June 30, 2012 and Deeei®b, 2011 which consist solely
of foreign exchange contracts:

June 30, 2012 December 31, 2011
Derivatives nof Derivatives nof
Derivatives Derivatives
designated designated as designated designated as
as hedging hedging as hedging hedging
(Dollars in millions) instruments instruments instruments instruments
Balance Sheet Asset Locatiol
Other assets, curre $ 101 $ 30 $ 63 $ 40
Other asset 2 1 3 2
103 31 72 42
Total Asset Derivative Contrac $ 134 $ 114
Balance Sheet Liability Location
Accrued liabilities $ 87 $ 34 $ 81 $ 40
Other lon¢-term liabilities 21 2 43 1
10¢€ 36 124 41
Total Liability Derivative Contract $ 144 $ 16t

The impact from foreign exchange derivative instemibs that qualified as cash flow hedges was agvist|

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
(Loss) gain recorded in Accumulated other comprsivenioss $ (159 $ 1 $ 63) $ 10C
(Loss) gain reclassified from Accumulated other poshensive
loss into Product sales (effective portit $ (8 $ 33 $ (19 $ 76

Assuming current market conditions continue, a §fiflon pre-tax loss is expected to be reclassifiedn Accumulated other
comprehensive loss into Product sales to reflexfited prices obtained from foreign exchange heglgvithin the next 12 months. At
June 30, 2012, all derivative contracts accourte@s$ cash flow hedges will mature by June 2014.

The effect on the Condensed Consolidated Stateai€@mmprehensive Income from foreign exchange eetdrnot designated as
hedging instruments was as follows:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
(Loss) gain recognized in Other income, net 78) $ 32 $ (40 $ 28

0524

Fair Value Disclosure.As of January 1, 2012, we adopted the provisiorth@FASB issued ASU No. 2011-04, “Amendments thidee
Common Fair Value Measurement and Disclosure Remgnts in U.S. GAAP and IFRSs.” This ASU clarifieany of the existing concepts
for measuring fair value and does not result ihange in our application of the Fair Value Measwets and Disclosures Topic of the FASB
ASC. The guidance includes enhanced disclosurdéresgents about recurring Level 3 fair value measents for each class of assets and
liabilities measured at fair value in the balanicees, which has no impact on our financial stateémendisclosures as there are presently no
Level 3 fair value measurements in our Condensets@lated Balance Sheet. This ASU also requirdgiadal disclosures for items that
are not measured at fair value in the balance shador which the fair value is required to bealtised.
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Valuation Hierarchy. The following table provides the valuation hieraratassification of assets and liabilities that eaeried at fair value
and measured on a recurring and nonrecurring basisr Condensed Consolidated Balance Sheet amef30, 2012 and December 31,
2011:

Significant other

Quoted price in observable inputs Unobservable
Total Carrying )
Value at active markets inputs

(Dollars in millions) June 30, 2012 (Level 1) (Level 2) (Level 3)
Recurring fair value measuremer

Available-for-sale securitie $ 83¢ $ 83¢ 3 — $ —

Derivative asset 134 — 134 —

Derivative liabilities (1449 — (149 —
Nonrecurring fair value measuremer

Equity method investmen 44C — 44C —

Business dispositior 10C — 10C —

During 2012, we recorded net gains on nonrecurfairgvalue measurements of approximately $222 arillivithin Other
income, net from UTC Climate, Controls & Securitgisgoing portfolio transformation efforts includitige integration of the
legacy UTC Fire & Security businesses with the égg@arrier businesses. These net gains includeappately $357

million from the sales of controlling interestsrmranufacturing and distribution joint ventures inagdand Canada, of which
approximately $272 million relates to non-cash gairhese gains were partially offset by $103 millas other-than-
temporary impairment charges related to businegsoditions and $32 million loss on the dispositithe U.S. fire and
security branch operatior

Quoted price in Significant other Unobservable
Total Carrying observable input:
Value at active markets inputs

(Dollars in millions) December 31, 201 (Level 1) (Level 2) (Level 3)
Recurring fair value measuremer

Available-for-sale securitie $ 92¢ % 92¢ 3 — $ —

Derivative asset 114 — 114 —

Derivative liabilities (165) — (165) —
Nonrecurring fair value measuremer

Equity method investmel 13 13 — —

During 2011, we recorded non-cash other-than-teargompairment charges of $66 million within Otliecome, net on an equity
investment. The impairment charge recorded onrugstment was determined by comparing the carmyahge of our investment to the
closing market value of the shares on the daténtrestment was deemed to be impaired.

Valuation Techniques.Our available-for-sale securities include equityeistments that are traded in active markets, eitbarestically or
internationally. They are measured at fair valuagislosing stock prices from active markets areldassified within Level 1 of the valuati
hierarchy. Our derivative assets and liabilities managed on the basis of net exposure to marketradit risks of each of the counterparties.
The fair value for these derivative assets andliiids is measured at the price that would be iresgkon a net asset position for a particular
risk or to transfer a net liability position foiparticular risk in an orderly transaction betweearket participants at the measurement date.
derivative assets and liabilities include foreigileange contracts and commaodity derivatives thatragasured at fair value using internal
models based on observable market inputs suchhaari rates, interest rates, our own credit risk anr counterparties’ credit risks. Based
on these inputs, the derivative assets and liagsilare classified within Level 2 of the valuatioerarchy. Based on our continued ability to
trade securities and enter into forward contragésconsider the markets for our fair value instraota¢o be active. As of June 30, 2012, there
were no significant transfers in and out of Levalnt Level 2.

As of June 30, 2012, there has not been any signifimpact to the fair value of our derivativebllgies due to our own credit risk.
Similarly, there has not been any significant adeeémpact to our derivative assets based on oluati@n of our counterparties’ credit risks.
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The following table provides carrying amounts aaid ¥alues of financial instruments that are notied at fair value in our Condensed
Consolidated Balance Sheet at June 30, 2012 aneniker 31, 2011:

June 30, 2012 December 31, 2011
Carrying

Carrying Fair Fair
(Dollars in millions) Amount Value Amount Value
Long-term receivables $ 27: $ 267 $ 28z $ 27¢
Customer financing notes receiva 311 29¢ 30¢ 297
Shor-term borrowings (210 (210) (630) (630
Long-term debt (excluding capitalized leas (20,479 (23,657) (9,575 (11,639

The following table provides the valuation hieraratassification of assets and liabilities that mo¢ carried at fair value in our
Condensed Consolidated Balance Sheet as of Jur2® 3D,

Significant other

Quoted price in observable inputs Unobservable
Total Fair )
Value at active markets inputs
(Dollars in millions) June 30, 201 (Level 1) (Level 2) (Level 3)
Recurring fair value measuremer
Long-term receivable $ 267 $ — $ 267 $ —
Customer financing notes receiva 29¢ — 29¢ —
Shor-term borrowings (210 — — (210
Long-term debt (excluding
capitalized lease: (23,657) — (23,457) (200

Valuation Techniques.Our long-term receivables and customer financingsoeceivables include our commercial and aeresjoag-term
trade, government and other receivables, leasdsi@es receivable. Our long-term receivables arstbener financing notes receivables are
measured at fair value using an income approactdbas the present value of the contractual, prasisanost likely cash flows discounted
at observed or estimated market rate for compaessets or liabilities that are traded in the mafRased on these inputs, long-term
receivables and customer financing notes receigsabie classified within Level 2 of the valuatioefairchy. Our short-term borrowings
include commercial paper and other internationedlitifacility agreements. Our long-term debt inesdlomestic and international notes.
Commercial paper and domestic long-term notes a&sored at fair values based on comparable tramssaend current market interest rates
guoted in active markets for similar assets, aedchassified within Level 2 of the valuation hierlay. Foreign short-term borrowings and
foreign long-term notes are measured at fair vehsed on comparable transactions and rates calddtaim the respective countries’ yield
curves. Based on these inputs, foreign borrowimgisfareign long-term notes are classified withirvéle3 of the valuation hierarchy. The fair
values of Accounts receivable and Accounts payapproximate the carrying amounts due to the sleont-maturities of these instruments.

We had commercial aerospace financing and othdraxioal commitments totaling approximately $2 drn at June 30, 2012, which
now include approximately $580 million of IAE commients, related to commercial aircraft and certaintractual rights to provide product
on new aircraft platforms. We had commercial aesosgfinancing and other contractual commitmentpgiroximately $2.3 billion at
December 31, 2011. Risks associated with changeseairest rates on these commitments are mitigagettie fact that interest rates are
variable during the commitment term, and are s#i@atlate of funding based on current market candif the fair value of the underlying
collateral and the credit worthiness of the cust@m&s a result, the fair value of these financiisgsxpected to equal the amounts funded.
fair value of the commitment itself is not readilgterminable and is not considered significant.

Note 10: Credit Quality of Long-Term Receivables

A long-term or financing receivable represents @tratual right to receive money on demand or pediand determinable dates,
including trade receivable balances with maturéyed greater than one year. Our long-term anddingneceivables primarily represent
balances related to the aerospace businessesslaigaerm trade accounts receivable, leasesnates receivable. We also have other long-
term receivables in our commercial businesses; tiewy&oth the individual and aggregate amountsiatesignificant.
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Long-term trade accounts receivable represent ata@uising from the sale of goods and services witlontractual maturity date of
greater than one year and are recognized as “@fisets’in our Condensed Consolidated Balance Sheet. Moigseases receivable repre:
notes and lease receivables other than receivedded to operating leases, and are recogniz&dwstomer financing assets” in our
Condensed Consolidated Balance Sheet. The follotainlg summarizes the balance by class of aero$pagéerm receivables as of June
2012 and December 31, 2011:

June 30 December 31
(Dollars in millions) 2012 2011
Long-term trade accounts receivable $ 20C $ 204
Notes and leases receiva 53¢ 36E
Total lon¢-term receivable $ 73¢ $ 56¢

The increase reflected in “Notes and leases rebkVas of June 30, 2012, as compared to Decenthe#(3 1, primarily reflects the
impact of consolidating IAE. See Note 1 for furtidéscussion.

Economic conditions and air travel influence themagting environment for most airlines, and theriitial performance of our aerospace
businesses is directly tied to the economic coowlitiof the commercial aerospace and defense inekisidditionally, the value of the
collateral is also closely tied to commercial aieliperformance and may be subject to exposuredates valuation as a result of market
declines. We determine a receivable is impairednybased on current information and events, itadable that we will be unable to collect
amounts due according to the contractual termBeoféceivable agreement. Factors considered issiagecollectability and risk include, but
are not limited to, examination of credit qualibgicators and other evaluation measures, underlahge of any collateral or security
interests, significant past due balances, histbliszes, and existing economic conditions.

Long-term receivables can be considered delingfipatyment has not been received in accordancetiittunderlying agreement. If
determined delinquent, long-term trade accountsivable and notes and leases receivable balancasraginterest may be placed on
nonaccrual status. We record potential lossesekat longterm receivables when identified. The reserve fedit losses on these receival
relates to specifically identified receivables theg evaluated individually for impairment. Fore®and leases receivable, we determine a
specific reserve for exposure based on the difterdretween the carrying value of the receivablethadstimated fair value of the related
collateral in connection with the evaluation ofditeisk and collectability. For longerm trade accounts receivable, we evaluate crisitianc
collectability individually to determine if an all@ance is necessary. Uncollectible long-term red#esare written-off when collection of the
indebtedness has been pursued for a reasonabdel pétime without collection; the customer is vader in operation; or judgment has been
levied, but the underlying assets are not adedoaatisfy the indebtedness. At both June 30, 20tPDecember 31, 2011, we do not have
any significant balances that are considered tetiaquent, on non-accrual status, past due 90 alaywre, or considered to be impaired.

The following table provides the balance of aerasdang-term receivables and summarizes the asedaihanges in the reserve for
estimated credit losses and exposure for the siximaended June 30, 2012 and 2011, respectively:

(Dollars in millions) 2012 2011
Beginning balance of the reserve for credit lossebexposure as of January 1 70 $ 42
Provision 1 1
Charge-offs — —
Recoveries 1) (8)
Other ) e
Ending balance of the reserve for credit losseseapasure: individually evaluated

for impairment as of June ! $ 66 $ 35
Ending balance of long-term receivables: indivitluelaluated for impairment as

June 3( $73¢ $59¢

We determine credit ratings for each customer énpibrtfolio based upon public information and imfiation obtained directly from our
customers. We conduct a review of customer cretiitgs, published historical credit default ratsdifferent rating categories, and multiple
third party aircraft value publications as a basigalidate the reasonableness of the allowancl$ses on these balances quarterly or when
events and circumstances warrant. The credit mtistged below range from “A” which indicates anrernely strong capacity to meet
financial obligations and the receivable is eitb@ltateralized or uncollateralized, to “D” whichdicates that payment is in default and the
receivable is uncollateralized. There can be narasse that actual results will not differ fromiesttes or that consideration of these factors
in the future will not result in an increase or @ese to the allowance for credit losses on long-teceivables.
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The following table summarizes the credit risk peoby creditworthiness category for aerospace {tam receivable balances at

June 30, 2012 and December 31, 2011:

June 30, 2012

December 31, 2011

Long-term Notes anc Long-term Notes anc
trade accounts trade account:
leases leases
(Dollars in millions) receivable receivable receivable receivable
A - (low risk, collateralized/uncollateralized) $ 19€ $ 24 $ 201 $ —
B - (moderate risk, collateralized/uncollateraliz 4 427 3 29t
C - (high risk, collateralized/uncollateralize — 81 — 70
D - (in default, uncollateralizec — 7 — —
Total $ 20C $ 53¢ $ 204 $ 36E

Note 11: Shareowners’ Equity and Noncontrolling Inerest

As of January 1, 2012, we adopted the provisiorte@fASB issued ASU No. 2011-05, “Presentatio@amprehensive Income.” As a
result of this adoption, we have presented totaiprehensive income for each of the periods predeithin a single continuous Condensed
Consolidated Statement of Comprehensive Income.

A summary of the changes in shareowners’ equityreomtontrolling interest (excluding redeemable moimlling interest) comprising
total equity for the quarters and six months entlgte 30, 2012 and 2011 is provided below:

Quarter Ended June 30,

(Dollars in millions)
Equity, beginning of period

Comprehensive income for the peri
Net income
Total other comprehensive (loss)
income

Total comprehensive income for the per

Common Stock issued under employee p

Common Stock repurchas

Equity Units issuanc

Dividends on Common Stoc

Dividends on ESOP Common Sta

Dividends attributable to noncontrolling
interest

Purchase of subsidiary shares from
noncontrolling interes

Sale of subsidiary shares in noncontrolling
interest

Acquisition of noncontrolling intere:

Redeemable noncontrolling interest in
subsidiarie’ earnings

Redeemable noncontrolling interest in total
other comprehensive incor

Change in redemption value of put optic

Redeemable noncontrolling interest
reclassification to noncontrolling intere

Equity, end of perior

2012 2011
Shareowners’ Noncontrolling Shareowners’ Noncontrolling
Total Total
Equity Interest Equity Equity Interest Equity
$ 22,49 $ 1,05 $23,54¢ $ 22,12¢ $ 1,00 $23,12¢
1,32¢ 94 1,42: 1,31¢ 112 1,43(
(674) (27) (701) 20E 2 207
654 67 721 1,52 114 1,63
104 104 25% 25%
- - (750) (750)
(216 (216) — —
(413 (413 (413) (413
(16) (16) (16) (16)
(72) (72) (90) (90
— 2 ) — — —
— 20 20 — — —
47 47 — —
) () (6) (6)
7 7 2 @)
@ (€ — —
4 4 — —
$ 22,60 $ 1,121 $23,72¢ $ 22,72¢ $ 1,01€ $23,73¢
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Six Months Ended June 30,

2012 2011
Shareowners’ Noncontrolling Shareowners’ Noncontrolling
Total Total
(Dollars in millions) Equity Interest Equity Equity Interest Equity
Equity, beginning of period $ 21,88C $ 94C  $22,82( $ 21,38 $ 947  $22,33.
Comprehensive income for the peri
Net income 1,65¢ 171 1,82¢ 2,33( 201 2,531
Total other comprehensive (loss)
income (185) (19 (204) 873 38 911
Total comprehensive income for the per 1,47: 152 1,62¢ 3,20z 23¢ 3,44z
Common Stock issued under employee p 33: 33: 447 447
Common Stock repurchas — — (2,500 (2,500
Equity Units issuanc (21€) (21€) — —
Dividends on Common Stoc (825) (82%) (787) (787)
Dividends on ESOP Common Stc (32 (32 (31) (32)
Dividends attributable to noncontrolling
interest (130 (230 (16€) (16€)
Purchase of subsidiary shares from
noncontrolling interes (8) (©)] (171) — — —
Sale of subsidiary shares in noncontrolling
interest — 35 35 3 8 11
Acquisition of noncontrolling intere: 55 55 5 5
Disposition of noncontrolling intere 4) 4 — —
Redeemable noncontrolling interest in
subsidiarie’ earnings (11) (12) (11) (172)
Redeemable noncontrolling interest in tote
other comprehensive incor 8 8 (6) (6)
Change in redemption value of put opti (@D} (@)} (©)] ©)]
Redeemable noncontrolling interest
reclassification to noncontrolling intere 79 79 — —
Equity, end of perio $ 22600 $ 1,121 $23,72¢ $ 22,72 $ 1,01€  $23,73¢

A summary of the changes in each component of agtated other comprehensive (loss) income for ttetgn and six months ended
June 30, 2012 is provided below:

Unrealized
Defined
Benefit Gains
Pension anc (Losses) Unrealized Accumulated
on Other
Foreign Post- Available- Hedging Comprehensive
Currency retirement for-Sale (Losses)
(Dollars in millions) Translation Plans Securities Gains (Loss) Income
Balance at December 31, 2011 $ 20€ $ (5,810 $ 164 $ (50 $ (5,490
Other comprehensive income - quarter ended March 31
2012 31¢€ 99 11 61 48¢
Other comprehensive (loss) income - quarter ended 30,
2012 (62¢) 13€ (42) (140) (674)
Balance at June 30, 20 $ (109 $ (5,57 $ 13¢ $ (129 $ (5,67%)

All noncontrolling interests with redemption featar such as put options, that are not solely withincontrol (redeemable
noncontrolling interests) are reported in the maimsection of the Condensed Consolidated Bal8heet, between liabilities and equity, at
the greater of redemption value or initial carryiredue.
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A summary of the changes in redeemable noncontgpifiterest recorded in the mezzanine sectioneofCthindensed Consolidated
Balance Sheet for the quarters and six months eha®el 30, 2012 and 2011 is provided below:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Redeemable noncontrolling interest, beginning ofooke $ 242 $ 31¢ $ 35¢ $ 317
Net income 7 6 11 11
Foreign currency translation, r @ 2 8 6
Dividends attributable to noncontrolling inter: — (1) (12) (12)
Purchase of subsidiary shares from noncontrolling
interest 2 — (34) —
Change in redemption value of put opti 1 — 1 3
Redeemable noncontrolling interest reclassificatmn
noncontrolling interes 4 — (79) —
Other changes in redeemable noncontrolling inte — 22 — 22
Redeemable noncontrolling interest, end of pe $ 23€ $ 34¢€ $ 23¢ $ 34¢

Changes in noncontrolling interests that do natltés a change of control and where there is gedihce between fair value and
carrying value are accounted for as equity trammast A summary of these changes in ownershipésterin subsidiaries and the effect on
shareowners’ equity for the quarters and six moattded June 30, 2012 and 2011 is provided below:

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Net income attributable to common shareowi $ 1,32¢ $ 1,31¢ $ 1,65¢ $ 2,330
Transfers to noncontrolling interes
Increase in common stock for sale of subsidiaryes — — — 3
Decrease in common stock for purchase of subsidiaaye: — — (8) —
Change from net income attributable to common sivaners and transfers
to noncontrolling interest $ 1,32¢ $ 1,318 $ 1,65(C $ 2,33

Note 12: Guarantees

We extend a variety of financial, market value anatduct performance guarantees to third partiedigdosed in Note 1, on June 29,
2012 Pratt & Whitney, Rolls-Royce, MTU and JAECnqaeted a restructuring of their interests in 1AmiIs transaction has resulted in an
increase in our proportionate share of IAE’s oliliyas from 33% to 61%. There were no material cleartg IAE’s financing arrangements,
which, as previously disclosed, were $989 millism&December 31, 2011. There have been no othirialachanges to guarantees
outstanding since December 31, 2011.

The changes in the carrying amount of service andyzt warranties and product performance guarariteghe six months ended
June 30, 2012 and 2011 are as follows:

(Dollars in millions) 2012 2011

Balance as of January 1 $1,46¢ $1,13¢
Warranties and performance guarantees is 15€ 28¢
Settlements mac (152) (259
Other (341) 32E
Balance as of June : $1,131 $1,49i

The decrease in the above table in “Other” duriregsix months ended June 30, 2012 primarily reflda impact of warranty reserves
reclassified to Liabilities of Discontinued Opeaais. See Note 2 for further discussion. The inereaBected in “Other” during the six
months ended June 30, 2011 primarily reflectedrtipact of finalizing purchase accounting on theuésitjon of Clipper.
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Note 13: Collaborative Arrangements

In view of the risks and costs associated with fgirg new engines, Pratt & Whitney has entered @artain collaboration
arrangements in which sales, costs and risks aredhSales generated from engine programs, spaie pnd aftermarket business under
collaboration arrangements are recorded as eannaaf ifinancial statements. Amounts attributableuo collaborative partners for their share
of sales are recorded as an expense in our finatatements based upon the terms and nature afthegement. Costs associated with
engine programs under collaborative arrangemestsxgrensed as incurred. Under these arrangemehéharators contribute their program
share of engine parts, incur their own productiosig and make certain payments to Pratt & Whitoegtiared or joint program costs. The
reimbursement of the collaborators’ share of progcasts is recorded as a reduction of the relatpdrese item at that time. As of June 30,
2012, the collaborators’ interests in all commdrei@ine programs ranged from 4% to 48%, inclusiva portion of Pratt & Whitney’s
interests held by other participants. Pratt & Wétiis the principal participant in all existing kaddorative arrangements. There are no
individually significant collaborative arrangemeatsd none of the partners exceed a 31% shareimdasdual program. See Note 1 for
further discussion of changes in the IAE collabioratrrangement.

Note 14: Contingent Liabilities

Summarized below are the matters previously desdrifp Note 17 of the Notes to the Consolidated fiéied Statements in our 2011
Annual Report, incorporated by reference in ourl2Barm 10-K, updated as applicable.

Environmental. Our operations are subject to environmental reguidty federal, state and local authorities inthnited States and

regulatory authorities with jurisdiction over owréign operations. We accrue for the costs of enwirental investigatory, remediation,
operating and maintenance costs when it is prolihbtea liability has been incurred and the amaantbe reasonably estimated. The most
likely cost to be incurred is accrued based onvafuation of currently available facts with respeceach individual site, including existing
technology, current laws and regulations and peatrediation experience. Where no amount withimgeaof estimates is more likely, we
accrue the minimum. For sites with multiple respolesparties, we consider our likely proportionatere of the anticipated remediation costs
and the ability of the other parties to fulfill thebligations in establishing a provision for tkasosts. We discount liabilities with fixed or
reliably determinable future cash payments. Weataeduce accrued environmental liabilities by ptitd insurance reimbursements. We
periodically reassess these accrued amounts. Wyédhat the likelihood of incurring losses mad#yiin excess of amounts accrued is
remote.

Government. We are now, and believe that in light of the curtdrs. government contracting environment we walhtinue to be, the subject
of one or more U.S. government investigations.dfav one of our business units were charged witingaoing as a result of any of these
investigations or other government investigatiansl{ding violations of certain environmental ompext laws) the U.S. government could
suspend us from bidding on or receiving awardsesf b.S. government contracts pending the completfdagal proceedings. If convicted
or found liable, the U.S. government could fine debtar us from new U.S. government contractingfperiod generally not to exceed three
years. The U.S. government could void any contrfaetsd to be tainted by frau

Our contracts with the U.S. government are alsgestito audits. Like many defense contractors, axelreceived audit reports, which
recommend that certain contract prices should éeced to comply with various government regulatic@@me of these audit reports involve
substantial amounts. We have made voluntary refimtt®se cases we believe appropriate, have dettime allegations and continue to
litigate certain other cases. In addition, we aeduar liabilities associated with those matterg tra probable and can be reasonably estirr
The most likely settlement amount to be incurreaidsrued based upon a range of estimates. Wheamaont within a range of estimates is
more likely, then we accrue the minimum amount.

As previously disclosed, the U.S. Department ofidagDOJ) sued us in 1999 in the U.S. District @dor the Southern District of
Ohio, claiming that Pratt & Whitney violated theitiFalse Claims Act and common law. This lawselates to the “Fighter Engine
Competition” between Pratt & Whitney’s F100 engaral General Electric’s F110 engine. The DOJ all¢igaisthe government overpaid for
F100 engines under contracts awarded by the UrS=dkce in fiscal years 1985 through 1990 becauatt 8 Whitney inflated its estimated
costs for some purchased parts and withheld datauwbuld have revealed the overstatements. Atdfigthis matter, completed in December
2004, the government claimed Pratt & Whitney'silibto be $624 million. On August 1, 2008, thetrcourt judge held that the Air Force
had not suffered any actual damages because P¥étiiaey had made significant price concessionavéier, the trial court judge found tl
Pratt & Whitney violated the False Claims Act doértaccurate statements contained in its 1983 .dffiethe absence of actual damages, the
trial court judge awarded the DOJ the maximum @weihalty of $7.09 million, or $10,000 for each loé {709 invoices Pratt & Whitney
submitted in 1989 and later under the contractSdptember 2008, both the DOJ and UTC appealedettision to the Sixth Circuit Court of
Appeals. In November 2010, the Sixth Circuit affednPratt & Whitney'’s liability under the False Qe Act and remanded the case to the
trial court for further proceedings.
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On June 18, 2012, the trial court found that REat¥hitney had breached other obligations imposeddaymon law based on the same
conduct with respect to which the court previodsiynd liability under the False Claims Act. Undee ttommon law claims, the U.S. Air
Force may seek damages for events occurring bbfareh 3, 1989, which are not recoverable undeiFdise Claims Act. Further
proceedings at the trial court will determine tlaendges, if any, relating to the False Claims Act @mmon law claims. The government is
expected to continue to seek damages of $624 miilitus interest. Pratt & Whitney continues to eont that the government suffered no
actual damages. Should the government ultimatalyaik, the outcome of this matter could result material adverse effect on our results of
operations in the period in which a liability wolwd recognized or cash flows for the period in Whdamages would be paid.

As previously disclosed, in December 2008, the Btepent of Defense (DOD) issued a contract clainmireyaikorsky to recover
overpayments the DOD alleges it has incurred sliaceiary 2003 in connection with cost accountingigka approved by the DOD and
implemented by Sikorsky in 1999 and 2006. Thesagbs relate to the calculation of material overtradels in government contracts. The
DOD claims that Sikorsky’s liability is approximéte$93 million (including interest through June 2)1We believe this claim is without
merit and Sikorsky filed an appeal in December 2008 the U.S. Court of Federal Claims. Trial ire tihnatter is scheduled to commence |
this year. We do not believe the resolution of thatter will have a material adverse effect onammpetitive position, results of operations,
cash flows or financial condition.

A significant portion of our activities are subjéatexport control regulation by the U.S. DepartirefrState (State Department) under
the U.S. Arms Export Control Act and Internatiomgffic in Arms Regulations (ITAR). From time tarte, we identify, investigate,
remediate and voluntarily disclose to the Stateddmpent’s Office of Defense Trade Controls Comm@&(DTCC) potential violations of the
ITAR. DTCC administers the State Department’s atithainder the ITAR to impose civil penalties arttier administrative sanctions for
violations, including debarment from engaging ia #xport of defense articles or defense servicest lgf our voluntary disclosures are
resolved without the imposition of penalties oresthanctions. However, as previously disclose8iianember 2011, DTCC informed us that
it considers certain of our voluntary disclosuri&sdfsince 2005 to reflect deficiencies warranfi@malties and sanctions. On June 28, 2012,
we entered into a Consent Agreement (CA) with DTiG@@solve a Proposed Charging Letter that refe®approximately 45 of our previc
disclosures. The CA has a four-year term, and gessthat we will: (1) pay a civil penalty of $55liin, up to $20 million of which can be
suspended based on qualifying compliance invessmaatie by us prior to or during the term of the ¢ ;appoint, subject to DTCC
approval, an outside Special Compliance Officia&l (8§ to oversee our compliance with the CA and TR; (3) continue and undertake
additional remedial actions to strengthen ITAR cbamze, with emphasis on human resources and aagon, training, automation, and
security of electronic data; and (4) sponsor twmpany-wide outside compliance audits during thetef the CA.

The voluntary disclosures addressed in the CA d@eldisclosures made in 2006 and 2007 regardingxpert by Hamilton Sundstrand
to Pratt & Whitney Canada (P&WC) of certain modifions to dual-use electronic engine control saféwand the re-export by P&WC of
those software modifications and subsequent P&Wi&idped modifications to China during the perio®22004 for use in the
development of the Z-10 Chinese military helicop#es previously disclosed, the DOJ separately cotatlia criminal investigation of the
matters addressed in these disclosures, as wibléasccuracy, adequacy, and timeliness of theatisobs. We cooperated with the DOJ’s
investigation. On June 28, 2012, the U.S. Attorfaeythe District of Connecticut filed a three-cowniminal information alleging: (1) that in
2002-2003, P&WC caused Hamilton Sundstrand to eéxXpéR-controlled software modifications to Canaatad re-exported them to China
without the required license; (2) that in 2006, P&WHamilton Sundstrand and UTC made false statesriemtisclosures to DTCC regarding
these ITAR violations; and (3) that P&WC and HaomliSundstrand violated a separate provision of AR by failing timely to notify
DTCC of the unlicensed software shipments to Chameembargoed country. P&WC pleaded guilty to vintathe ITAR and making false
statements as alleged, and was sentenced to pnolzatil to pay fines and forfeitures totaling $6iBion. P&WC, Hamilton Sundstrand and
UTC (the UTC Entities) entered into a Deferred Boogion Agreement (DPA) regarding the remainingiges charged with respect to each
UTC Entity. The DPA has a two-year term, and presithat the UTC Entities will: (1) pay an additibpanalty of $13.8 million; (2) appoint,
subject to DOJ approval, an independent monitoo(wlay be the same person as the SCO appointed tned€A) to oversee compliance
with the DPA,; (3) provide annual senior officertifigzations that all known violations of the ITAExport Administration Regulations and
sanctions regimes implemented under the Internaltemergency Economic Powers Act occurring afterd¢kecution date of the DPA have
been reported by UTC, its subsidiaries, and itonitgfowned or controlled affiliates to the apprigpe official(s) of the U.S. government;

(4) cooperate with law enforcement in specifiedaareand (5) implement specified compliance trainnitiatives.

We believe the previously disclosed potential liprecognized at March 31, 2012 of $55 millionlivine sufficient to discharge all
amounts due under the CA and DPA.

By reason of P&WC's guilty plea to a criminal viotan of the ITAR, DTCC imposed a partial statutogbarment on P&WC with
respect to obtaining new or renewed ITAR licenseilpges. The debarment does not affect existingRTicenses/authorities, nor does it
extend to programs supporting: (1) the U.S. govemtn(2) NATO allies; or (3) “major non-NATO alliegas defined in the ITAR). P&WC
may seek “transaction exception” approvals on a-t®scase basis for new or renewed ITAR licensingther cases during the period of
debarment. P&WC may apply for full reinstatementToAR privileges after one year. Various military
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department and defense agency officials are alseweng the UTC Entities’ present responsibilitydem the Federal Acquisition Regulation
and P&WC's eligibility to receive funds appropridtfor fiscal year 2012 under the National Defenggrlpriations Act. We do not believe
the ultimate resolution of these matters, indivijuar collectively, will have a material adversiegt on our competitive position, results of
operations, cash flows or financial condition.

Other. We extend performance and operating cost guarahtsesd our normal warranty and service policiesfdended periods on some
of our products. We have accrued our estimateefidiility that may result under these guaranteebsfor service costs that are probable and
can be reasonably estimated.

We have identified the potential for additional vesaty costs associated with certain componentsmitte wind turbines previously
installed by our Clipper business. During the selcgmarter of 2012, we evaluated likely sourcesmafanlying quality issues on a portion of
the affected wind turbines and recorded a $91 anilieserve in discontinued operations for potemtairanty costs. We continue to research
the source of the remaining underlying quality ésand are unable to determine an estimate ofmabopossible additional warranty costs
at this time. Depending upon the nature of the ardyr actions required and the number of installeldihes that may be affected, the outcome
of this matter could result in a material effectaun results of operations in the period in whichiaranty liability would be recognized or
cash flows for the period in which warranty remédiais performed.

We are involved in a number of other legal proceesli investigations and other contingency mattectiding government audit
matters, environmental investigatory, remediat@perating and maintenance costs, performance geasrself-insurance programs and
matters arising out of the normal course of busin®ée are also subject to a number of routine l#gSnvestigations and claims (some of
which involve substantial amounts) arising outredf brdinary course of our business. Many of thesegedings are at preliminary stages, and
many of these cases seek an indeterminate amodanwiges. We regularly evaluate the status of [@gakedings in which we are involved,
to assess whether a loss is probable or thereciasmnable possibility that a loss or additionaslmay have been incurred and determine if
accruals and related disclosures are appropriéie Cbmpany has established reserves for severdréuinf its legal proceedings and other
matters. We accrue contingencies based upon a cdmgessible outcomes. If no amount within thisgars a better estimate than any other,
then we accrue the minimum amount. With respeantoadditional losses that may be incurred in exoéshose accrued, either they are
considered not material or we do not believe thathge of reasonably possible losses (defined dydlevant accounting literature to include
all potential losses other than those deemed “refjioan be determined. We do not believe that tinesiters will have a material adverse
effect upon our competitive position, results oégiions, cash flows or financial condition.

All forward-looking statements concerning the pbksor anticipated outcome of environmental, inigegory, litigation proceedings
and other contingency matters involve risks ancedainties that could cause actual results to diffaterially from those expressed or
implied in the forward-looking statements. For fignt information as to these risks and uncertainsies Cautionary Note Concerning Fact
That May Affect Future Results” and Part Il, Itedy, IRisk Factors” in this Form 10-Q.

Note 15: Segment Financial Data

Our operations are classified into five principagsents: Otis, UTC Climate, Controls & SecurityatP& Whitney, Hamilton
Sundstrand and Sikorsky. The segments are genbadlyd on the management structure of the busiessethe grouping of similar
operating companies, where each management orgjaniras general operating autonomy over diveifisnducts and services. On
September 28, 2011, we announced a new organiaasbmcture that allows us to better serve custertigough greater integration across
product lines. Effective January 1, 2012, we forrtrelUTC Climate, Controls & Security segment whidmbines the former Carrier and
UTC Fire & Security segments.
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Results for the quarters and six months ended 30n2012 and 2011 are as follows:

Quarter Ended June 30, Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2012 2011 2012 2011 2012 2011
Otis $ 3,027 $ 3,192 $ 651 $ 742 21.5% 23.2%
UTC Climate, Controls & Securi 4,572 5,14( 78¢ 66E 17.2% 12.%
Pratt & Whitney 3,44 3,27¢ 427 424 12.2% 12.%
Hamilton Sundstran 1,25¢ 1,171 211 18t 16.8% 15.8%
Sikorsky 1,62( 1,78¢ 21% 277 13.1% 15.5%
Total segment 13,92( 14,56¢ 2,291 2,29¢ 16.5% 15.8%
Eliminations and othe (119 (96) (8 (40

General corporate expens — — (1049) (104)

Consolidatec $13,801 $14,46¢ $2,17¢ $2,15( 15.8% 14.%
Six Months Ended June 30, Net Sales Operating Profits Operating Profit Margins
(Dollars in millions) 2012 2011 2012 2011 2012 2011
Otis $ 5,79 $ 5,96/ $1,217 $1,37: 21.(% 23.(%
UTC Climate, Controls & Securi 8,68¢ 9,53: 1,33¢ 1,13¢ 15.2% 11.9%
Pratt & Whitney 6,49¢ 6,14¢ 81€ 852 12.6% 13.%
Hamilton Sundstran 2,49( 2,30¢ 40¢ 357 16.4% 15.5%
Sikorsky 2,96¢ 3,36¢ 34¢ 41¢€ 11.8% 12.4&%
Total segment 26,43¢ 27,32 4,12¢ 4,13¢ 15.€% 15.1%
Eliminations and othe (213 (187) (32 (93

General corporate expens — — (200 (199

Consolidatec $26,22: $27,14: $3,89: $3,85( 14.£% 14.2%

See Note 8 to the Condensed Consolidated Finatatdments for a discussion of restructuring dostsded in segment operating
results.

Note 16: Accounting Pronouncements

In December 2011, the FASB issued ASU No. 2011Dikclosures about Offsetting Assets and LiabiitfeThis ASU is intended to
enhance a financial statement user’s ability toeustéind the effects of netting arrangements ométy's financial statements, including
financial instruments and derivative instrumentt tire either offset or subject to an enforcealaster netting or similar arrangement. The
scope of this ASU includes derivatives, sale apdirehase agreements and reverse sale and repuettasenents, and securities borrowing
and securities lending arrangements. This ASU deduenhanced disclosure requirements, including draiss and net information about
instruments and transactions eligible for offseswnject to an agreement similar to a master meiimangement. The provisions of this ASU
will be applied retrospectively for interim and aahperiods beginning on or after January 1, 2018 .are currently evaluating the impact of
this new ASU.

Note 17: Subsequent Events

On July 23, 2012, we announced an agreement t&eeketdyne to GenCorp for $550 million. The tranti®a is expected to close in
the first quarter of 2013. Proceeds from the sallebe used to repay a portion of the short-terrbtdecurred to finance the acquisition of
Goodrich. The sale is subject to customary closimuglitions, including regulatory approvals.

On July 25, 2012, we announced an agreement ttheglamilton Sundstrand Industrial businessesGdPBrtners and The Carlyle
Group for $3.46 billion. The sale is expected wsel before the end of the year and the proceedstfre sale will be used to repay a portion
of the short-term debt incurred to finance the &itjan of Goodrich. The sale is subject to custoy@osing conditions, including regulatory
approvals.

On July 26, 2012, we completed the acquisition 0d@ich, a global supplier of systems and servicdbe aerospace and defense
industry with 2011 sales of $8.1 billion. Goodrjgtoducts include aircraft nacelles and interioteyss, actuation and landing systems, and
electronic systems. Under the terms of the agregr@odrich shareholders received $127.50 in caskdch
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share of Goodrich common stock they owned on JG))2212. This equates to a total estimated ensarpalue of $18.2 billion, including
$1.7 billion in net debt assumed. Goodrich willdzenbined with Hamilton Sundstrand to form a newnsegt named UTC Aerospace
Systems. This segment and our Pratt & Whitney segmil be separately reportable segments althabgl will both be included within the
UTC Propulsion & Aerospace Systems organizatiomatture. Additional disclosures relating to theghase price allocation will be
provided in our third quarter Form 10-Q.

To finance the cash consideration for the Goodaidjuisition and pay related fees, expenses and atheunts due and payable, we
utilized the previously disclosed net proceedspgfraximately $9.7 billion from the $9.8 billion &fng-term notes issued on June 1, 2012 and
the net proceeds of approximately $1.1 billion fritva Equity Units issued on June 18, 2012, as age$3.2 billion from the issuance of
commercial paper during July 2012 and $2.0 billidproceeds borrowed on our April 24, 2012 terrmloeedit agreement on July 26, 2012.
For the remainder of the cash consideration, we watitized approximately $0.5 billion of cash arash equivalents generated from operating
activities. On July 26, 2012 we terminated our peidredit agreement entered into on November 81 2@t&ér completing the Goodrich
acquisition financing.

Since these transactions occurred subsequent emthef the second quarter of 2012, the effecthexe transactions are not reflected in
the condensed consolidated statement of comprafeeimsiome, statement of cash flows, or balancetsiweef or for the quarter or six mon
ended June 30, 2012.
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With respect to the unaudited condensed consotidatancial information of UTC for the quarters asig months ended June 30, 2012
and 2011, PricewaterhouseCoopers LLP (Pricewatsg@oopers) reported that it has applied limiteddares in accordance with
professional standards for a review of such infdiroma However, its report dated July 30, 2012, aping below, states that the firm did not
audit and does not express an opinion on that uteglidondensed consolidated financial informatfricewaterhouseCoopers has not carried
out any significant or additional audit tests beytmose that would have been necessary if theortdémad not been included. Accordingly, -
degree of reliance on its report on such infornmasibould be restricted in light of the limited rm&twof the review procedures applied.
PricewaterhouseCoopers is not subject to the ifiglgitovisions of Section 11 of the Securities A€t1933 (the Act) for its report on the
unaudited condensed consolidated financial infoiondtecause that report is not a “report” or a thaf a registration statement prepared or
certified by PricewaterhouseCoopers within the megaof Sections 7 and 11 of the Act.

Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareowners of Unitedhnologies Corporation

We have reviewed the accompanying condensed cdasadi balance sheet of United Technologies Coriporand its subsidiaries as of

June 30, 2012 and the related condensed consdidittment of comprehensive income for the threstimand six-month periods ended
June 30, 2012 and 2011 and the condensed consdligi@tement of cash flows for the six-month periended June 30, 2012 and 2011. This
interim financial information is the responsibiliéy the Corporation’s management.

We conducted our review in accordance with thedsteds of the Public Company Accounting OversighaBldUnited States). A review of
interim financial information consists principalty applying analytical procedures and making inigsiof persons responsible for financial
and accounting matters. It is substantially lessciope than an audit conducted in accordance hatlstandards of the Public Company
Accounting Oversight Board (United States), thezotiye of which is the expression of an opinionareling the financial statements taken as
a whole. Accordingly, we do not express such aniopi

Based on our review, we are not aware of any naterbdifications that should be made to the accaoyipg condensed consolidated intel
financial information for it to be in conformity Wi accounting principles generally accepted inUhéed States of America.

We previously audited, in accordance with the stads of the Public Company Accounting Oversighti8d&nited States), the consolidated
balance sheet as of December 31, 2011, and thtedelansolidated statements of operations, of ftasts, and of changes in equity for the
year then ended (not presented herein), and inepart dated February 9, 2012, we expressed aralifigd opinion on those consolidat
financial statements. In our opinion, the inforroatset forth in the accompanying condensed coregelidbalance sheet as of December 31,
2011, is fairly stated in all material respectsatation to the consolidated balance sheet frontlwhihas been derived.

/sl PricewaterhouseCoopers LLP

Hartford, Connecticut
July 30, 2012
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Item 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

BUSINESS OVERVIEW

We are a global provider of high technology prodwartd services to the building systems and aerespdastries. Our operations are
classified into five principal business segmentss, @ TC Climate, Controls & Security, Pratt & Wiy, Hamilton Sundstrand and Sikorsky.
Otis and UTC Climate, Controls & Security are regerto as the “commercial businesses,” while Reatthitney, Hamilton Sundstrand and
Sikorsky are collectively referred to as the “apaxe businesses.”

On September 28, 2011, we announced a new orgamiahstructure that allows us to better serveamsts through greater integration
across product lines. Effective January 1, 2012fosmed the UTC Climate, Controls & Security segim&hich combines the former Carrier
and UTC Fire & Security segments.

Certain reclassifications have been made to tler pgar amounts to conform to the current yeargdion. The current status of
significant factors impacting our business envirenirin 2012 is discussed below. For additionaludision, refer to the “Business Overview”
section in Management’s Discussion and AnalysBin&ncial Condition and Results of Operations in2Q11 Annual Report, which is
incorporated by reference in our 2011 Form 10-K.

Subsequent Events

On July 23, 2012, we announced an agreement t&eeketdyne to GenCorp for $550 million. The tranti®a is expected to close in
the first quarter of 2013. Proceeds from the sallebe used to repay a portion of the short-terrbtdecurred to finance the acquisition of
Goodrich. The sale is subject to customary closimgglitions, including regulatory approvals.

On July 25, 2012, we announced an agreement ttheglamilton Sundstrand Industrial businesses@dPBrtners and The Carlyle
Group for $3.46 billion. The sale is expected wsel before the end of the year and the proceedstfre sale will be used to repay a portion
of the short-term debt incurred to finance the &itian of Goodrich. The sale is subject to custoymaosing conditions, including regulatory
approvals.

On July 26, 2012, we completed the acquisition 0d@ich, a global supplier of systems and servicdbe aerospace and defense
industry with 2011 sales of $8.1 billion. Goodrigloducts include aircraft nacelles and interiotetys, actuation and landing systems, and
electronic systems. Under the terms of the agregr@@odrich shareholders received $127.50 in caskdch share of Goodrich common
stock they owned on July 26, 2012. This equatesttdal estimated enterprise value of $18.2 billianluding $1.7 billion in net debt
assumed. Goodrich will be combined with Hamiltom&strand to form a new segment named UTC Aerospgsiems. This segment and
Pratt & Whitney segment will be separately repddgategments although they will both be includedimithe UTC Propulsion & Aerospace
Systems organizational structure. Additional disales relating to the purchase price allocatiohelprovided in our third quarter Form 10-

Q.

To finance the cash consideration for the Goodaidjuisition and pay related fees, expenses and atheunts due and payable, we
utilized the previously disclosed net proceedspgfraximately $9.7 billion from the $9.8 billion &fng-term notes issued on June 1, 2012 and
the net proceeds of approximately $1.1 billion friiva Equity Units issued on June 18, 2012, as age$3.2 billion from the issuance of
commercial paper during July 2012 and $2.0 bilibbproceeds borrowed on our April 24, 2012 terrmloeedit agreement on July 26, 2012.
For the remainder of the cash consideration, we watitized approximately $0.5 billion of cash arash equivalents generated from operating
activities. On July 26, 2012 we terminated our peidredit agreement entered into on November 81 2@t&ér completing the Goodrich
acquisition financing.

Since these transactions occurred subsequent tmthef the second quarter of 2012, the effecthexe transactions are not reflected in
the condensed consolidated statement of comprafeeimsiome, statement of cash flows, or balancetsiweef or for the quarter or six mon
ended June 30, 2012 or in the remainder of ManagesnRiscussion and Analysis of Financial Conditaomd Results of Operations below.

General

Our worldwide operations can be affected by indalsteconomic and political factors on both a regioand global level. To limit the
impact of any one industry, or the economy of angls country on our consolidated operating reswolis strategy has been, and continues to
be, the maintenance of a balanced and diversifietigiio of businesses. Our businesses include bothmercial and aerospace operations,
original equipment manufacturing (OEM) and exteasilated aftermarket parts and services businegsegell as the combination of shol
cycles at UTC Climate, Controls & Security and at commercial aerospace aftermarket businessedpnger cycles at Otis and at our
aerospace OEM businesses. Our customers includpacoes in the private sector and governments, anthusinesses reflect an extensive
geographic diversification that has evolved witl tontinued globalization of world economies.
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Europe continues to struggle with a debt crisig, iam clear solution is yet in place. An unfavordbigo foreign exchange rate,
combined with the continued economic slowdown mrgion, has adversely affected sales and prafittly. Chinas reported second qual
GDP growth rate was 7.6%, which while still strom@s the lowest growth rate since 2009. The Chigesernment has begun easing fiscal
policies in support of economic growth, includimgerest rate reductions. Despite the recent low@wi rates, urbanization and long-term
economic fundamentals support continued growthiim& and we remain confident in China’s long-tegmowth prospects. Most indicators
point towards modest growth in the U.S. in 2012widweer, the political debate in Washington D.C. sunding the “fiscal cliff” arising from
scheduled spending cuts and tax increases coulgetagrowth prospects for 2013. With an uneven dgnawtlook, we continue to take
preemptive steps to position our business for &igarnings growth by further reducing operatingsesen as we continue to invest in new
product launches and growth markets. As a resaltarg increasing our 2012 full year estimate dfweturing cost in continuing operations
from $450 million to $500 million.

Discontinued Operations

On March 14, 2012, the Board of Directors of therpany approved a plan for the divestiture of a neina non-core businesses. Cash
generated from these divestitures is intended tasked to repay a portion of the short-term debexgect to incur as part of the financing for
the proposed acquisition of Goodrich Corporationdich). These divestitures are expected to gemamproximately $3 billion in net cash,
on an after-tax basis. In the first quarter of 2ah2 Hamilton Sundstrand Industrial businessest BrWhitney Rocketdyne (Rocketdyne)
and Clipper Windpower (Clipper) all met the “helat-sale” criteria. On June 29, 2012, managemetti@Company approved a plan for the
divestiture of UTC Power. The results of operatjonsluding the net losses expected on disposiod, the related cash flows which result
from these non-core businesses have been reatasgifDiscontinued Operations in our Condensed @mtaed Statements of
Comprehensive Income and Cash Flows for all penwdsented. Cash flows from the operation of tlikssontinued businesses are expected
to continue until their disposals, most of whick axpected to occur in the second half of 2012a Aesult of the decision to dispose of these
businesses, the Company recordedtpregoodwill impairment charges of approximately83nillion and $590 million related to Rocketd)
and Clipper, respectively, in discontinued operatiduring the first quarter of 2012, and pre-taixasset impairment charges of
approximately $179 million related to UTC Powediscontinued operations during the second quaft20d2. The goodwill impairment
charges result from the decision to dispose of Batbketdyne and Clipper within a relatively shaetipd after acquiring the businesses.
Consequently, there has not been sufficient oppiytdor the long-term operations to recover thiueamplicit in goodwill at the initial date
of acquisition. The impairment charge at UTC Poresults from adjusting the net assets of the basitethe estimated fair value less costs
to sell the business expected to be realized uglen and reflects the loss in value from the digjmrsof the business before the benefits of
the technology investments could be fully realiZBidere could be additional gains or losses recoupexh final disposition of the businesses
based upon the values, terms and conditions teatlamately negotiated.

Acquisition and Disposition Activity

As discussed below in “Results of Operations,” msults include the impact from noeeurring items such as the adverse effect of
impairment charges, and the beneficial impact aiggrfom business divestiture activities, includthgse related to the ongoing portfolio
transformation at UTC Climate, Controls & Secur®ur growth strategy contemplates acquisitions. @rations and results can be affe
by the rate and extent to which appropriate actoisopportunities are available, acquired busiessse effectively integrated, and
anticipated synergies or cost savings are achieved.

During the first six months of 2012, our investmemnbusiness acquisitions was $358 million (inchgldebt assumed of $149 million),
and consisted primarily of an increase of our owhigrinterest in IAE International Aero Engines AIGE) and a humber of small
acquisitions in our commercial businesses. We dEmbthe excess of the purchase price over the astihfiair value of the assets acquired as
an increase in goodwill. As a result of acquisitamtivity in the first six months of 2012, goodwiiticreased $298 million.

On September 21, 2011, we announced an agreemacqtire Goodrich, a global supplier of systemssardices to the aerospace and
defense industry with 2011 sales of $8.1 billiomo@rich products include aircraft nacelles andrintesystems, actuation and landing
systems, and electronic systems. Under the territeeaigreement, Goodrich shareholders will recgh7.50 in cash for each share of
Goodrich common stock they own at the time of lesing of the transaction. This equates to a Esdtimated enterprise value of $18.2
billion, including $1.7 billion in net debt to besumed. In March 2012, Goodrich received sharehaldgroval for the transaction. The
transaction is subject to customary closing coadgj including regulatory approvals. We expect thistacquisition will close in mid-2012.
Once the acquisition is complete, Goodrich and HtamiSundstrand will be combined to form a new segimamed UTC Aerospace
Systems. This segment and our Pratt & Whitney segmil be separately reportable segments althabgl will both be included within the
UTC Propulsion & Aerospace Systems organizatiotmatsire. We expect the increased scale, finastiahgth and complementary products
of the new combined business will strengthen owitfm in the aerospace and defense industry. Eyrite expect that this acquisition will
enhance our ability to support our customers witlienintegrated systems.
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On June 29, 2012, Pratt & Whitney, Rolls-Royce(Blolls-Royce), MTU Aero Engines AG (MTU), and Japaa Aero Engines
Corporation (JAEC) participants in the IAE collahtion, completed a restructuring of their interéstAE. Under the terms of the agreem
Rolls-Royce sold its ownership and collaboraticeliests in IAE to Pratt & Whitney, while also eimerinto a license for its V2500
intellectual property with Pratt & Whitney. In exaige for the increased ownership and collaboratimests and intellectual property
license, Pratt & Whitney paid Rolls-Royce $1.5ibill at closing with additional payments due to R&tloyce conditional upon each hour
flown by V2500-powered aircraft in service at thesing date of the purchase from Rolls-Royce dutirgfifteen year period following
closing of the purchase. The collaboration inteagst intellectual property licenses are reflectethtangible assets and will be amortized in
relation to the economic benefits received over#imaining estimated 30 year life of the V2500 pamg. Rolls-Royce will continue to
support IAE as a strategic supplier for the V2508iee and continue to perform its key responsibsifor IAE, including the manufacture of
parts and assembly of engines. Pratt & Whitneyredtato a collaboration arrangement with MTU wigispect to a portion of the acquired
collaboration interest in IAE for considerationagfproximately $233 million with additional paymenise to Pratt & Whitney in the future.
As a result of these transactions, Pratt & Whithelds a 61% interest in the collaboration and &%Rownership interest in IAE. Based on
the criteria set forth in the Consolidation Topfdlee FASB Accounting Standards Codification (AS®§ have determined that IAE is a
variable interest entity (VIE). IAE’s business posp is to coordinate the design, development armdifaeture of, and to provide product
support to, the V2500 program through involvemeithwhe collaborators. IAE retains limited equitytivthe primary economics of the
V2500 program passed to the participants in tharse@ collaboration arrangement. As such, UTC terdeéned to be the primary beneficiary
of IAE as it absorbs the significant economicsAfE land has the power to direct the activities firatconsidered most significant to IAE. The
consolidation of IAE resulted in a gain of $21 ioifi recognized on the remeasurement to fair valueiopreviously held equity interest on
obtaining control of IAE.

On October 12, 2011, Pratt & Whitney and Rolls-Roganounced an agreement to form a new joint ventudevelop new engines to
power the next generation of mid-size aircraft thiitreplace the existing fleet of mid-size airftraurrently in service or in development.
With this new joint venture, Pratt & Whitney andIReRoyce will focus on high-bypass ratio gearedbtifian technology as well as
collaborate on future studies of next generati@pplsion systems. Pursuant to the agreement, theafmn of this new joint venture is
subject to regulatory approvals and other closgd@ions. The completion of the restructuringlod parties’ interests in IAE on June 29,
2012 satisfied one of these closing conditions. fohmation of the new joint venture may not ocoorr & substantial period of time.

We expect to invest approximately $500 million @gaisitions in 2012, excluding spending for thelasitions of Goodrich and Rolls-
Royce’s interests in IAE. However, actual acquisitspending may vary depending upon the timingilahitity and appropriate value of
acquisition opportunities.

Other

Government legislation, policies and regulations lsave a negative impact on our worldwide operati@overnment regulation of
refrigerants and energy efficiency standards, étesafety codes and fire protection regulatiomsiaaportant to our commercial businesses.
Government and market-driven safety and performaagelations, restrictions on aircraft engine n@isd emissions, and government
procurement practices can impact our aerospaceefedse businesses.

Commercial airline financial distress and consdlag global economic conditions, changes in ravtemal and commodity prices,
interest rates, foreign currency exchange ratesggrcosts, and the impact from natural disastedsageather conditions create uncertainties
that could impact our earnings outlook for the rgmer of 2012. See Part II, Item 1A, “Risk Factoirsthis Form 10Q for further discussiol

CRITICAL ACCOUNTING ESTIMATES

Preparation of our financial statements requiresagament to make estimates and assumptions tleat #ft reported amounts of
assets, liabilities, sales and expenses. We bdlwvmost complex and sensitive judgments, beaaiueir significance to the Consolidated
Financial Statements, result primarily from thedhe®make estimates about the effects of mattaettsatte inherently uncertain. Management'’s
Discussion and Analysis of Financial Condition &websults of Operations and Note 1 to the ConsolitlBieancial Statements in our 2011
Annual Report, incorporated by reference in ourl2Barm 10-K, describe the significant accountintnestes and policies used in
preparation of the Consolidated Financial Statemeéittual results in these areas could differ froanagement’s estimates. There have been
no significant changes in our critical accountisgireates during the first six months of 2012.
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RESULTS OF OPERATIONS

Net Sales
Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Net Sales $ 13,807 $14,46¢ 3$ 26,22: $ 27,14

The 5% decrease in net sales for the second qudr2&12 primarily reflects the impact of net disjgimns (3%) and the adverse impact
of foreign currency translation (3%). Organic sajesvth was 1% for the quarter. During the secomakigr of 2012, two of the five business
segments experienced organic sales growth: Hanfitondstrand (9%) and Pratt & Whitney (6%). The niggrowth at Hamilton Sundstra
is driven by higher aerospace OEM sales (9%), wdndgnic growth at Pratt & Whitney is primarily @sult of higher military engine and
aftermarket sales (6%). Sikorsky organic salesrectgd 9%, following 5% organic growth in the sedquarter of 2011, driven by reduced
aircraft deliveries from foreign military operat®(6%) and fewer deliveries to the U.S. governn(é®) in 2012.

The 3% decrease in net sales in the first six n®off2012 reflects organic sales growth (1%), whigts more than offset by the impact
of net dispositions (2%) and the adverse impaéb@ign currency translation (2%). During the fisst months of 2012, two of the five
business segments experienced organic sales graathilton Sundstrand (10%) and Pratt & Whitney (7%)e organic growth at Hamilton
Sundstrand is driven by higher aerospace OEM (#¥d)a@rospace aftermarket (3%) volumes. Pratt & Wélyis organic growth is primarily
result of higher military engine and aftermarkdesd6%). Sikorsky organic sales contracted 12%gwing 9% organic growth in the first <
months of 2011, driven by reduced aircraft deliesifrom foreign military operations (9%) in 2012.

Cost of Products and Services Sold

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Cost of products sold $7,12¢ $ 7,66¢€ $ 13,44¢ $ 14,13
Percentage of product sa 74.2% 75.(% 74.1% 74.1%
Cost of services sol $2,811 $ 2,802 $ 5,41¢ $ 5,48¢
Percentage of service sa 66.€% 66.(% 65.% 66.7%
Total cost of products and services s $9,93¢ $10,46¢ $ 18,86¢ $ 19,62(

The factors contributing to the total percentagancfe year-over-year for the quarter and six moatiseed June 30, 2012 in total cost of
products and services sold are as follows:

Quarter Ended Six Months Endec

June 30, 2012 June 30, 2012
Organic volume 1% 1%
Foreign currency translatic (3)% (2)%
Acquisitions and divestitures, r (3)% (3)%
Other — —
Total % Chang: (5% (4%

The organic increase in total cost of products serglices sold (1%) in the second quarter of 201&esponded to the organic sales
growth (1%) noted above. The 3% decline attribdbl“Acquisitions and divestitures, net” is langattributable to the ongoing portfolio
transformation initiatives at UTC Climate, ContrélsSecurity. The year-over-year decrease in cogroflucts sold, as a percentage of
product sales, reflects the absence of lossesiasstavith international development aircraft aédsky, which were recognized in the
second quarter of the prior year.

The organic increase in total cost of products serdices sold (1%) in the first six months of 2@b2responded to the organic sales
growth (1%) noted above. The 3% decline attribidbl“Acquisitions and divestitures, net” is langattributable to the ongoing portfolio
transformation initiatives at UTC Climate, Contr&lsSecurity. The year-over-year decrease in coseofices sold, as a percentage of service
sales, reflects favorable aftermarket service perémce within the aerospace businesses.
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Gross Margin
Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Gross margin $ 3,87: $ 4,001 $ 7,35¢ $ 7,522
Percentage of net sal 28.1% 27.1% 28.1% 27.1%

The 40 basis point increase in gross margin asaptage of sales for the second quarter of 20@2esto the absence of losses
associated with international development aircsales at Sikorsky, which were recognized in theseéguarter of the prior year (20 basis

points), lower year over year warranty costs at Wlithate, Controls & Security (10 basis points) éimel benefit of higher margin service
sales (10 basis points) in the second quarter 1220

The 40 basis point increase in gross margin asaeptage of sales for the first six months of 2&1@ue to the absence of losses
associated with international development aircgales at Sikorsky, which were recognized in thersixths of the prior year (30 basis poil
and benefit of higher margin service sales (10sjasints) in the first six months of 2012.

Research and Development

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Company-funded $ 52t $ 494 $ 1,06¢ $ 962
Percentage of net sal 3.8% 3.4% 4.1% 3.5%
Custome-funded $ 31z $ 351 $ 637 $ 66¢
Percentage of net sal 2.2% 2.4% 2.4% 2.5%

Research and development spending is subject teatfieble nature of program development scheduldstherefore, year-over-year
fluctuations in spending levels are expected. Th@rnty of the company-funded spending is incubgdhe aerospace businesses. The year-
over-year increase in company-funded research anelabment (6%) in the second quarter of 2012 pilyneeflects an increase at Pratt &
Whitney (3%) to further advance development pritgasf multiple geared turbo fan platforms. Lowepexrditures on the Boeing 787
program at Hamilton Sundstrand (1%) partially oftsigher research and development spending on alrespace programs (3%).

The increase in company-funded research and dewelaipexpenses for the first six months of 2012 (Lffienarily reflects an increase
at Pratt & Whitney (7%) to further advance develepitrprimarily of multiple geared turbo fan platf@nand at Sikorsky (2%) primarily in

support of military programs. We continue to expamnpany-funded research and development for thgdar 2012 to increase about $150
million, as compared with 2011, in support of nmulkinext generation aerospace platforms.

Selling, General and Administrative

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Selling, general and administrative expenses $ 1,50¢ $1,57¢ $ 3,03¢ $ 3,02¢
Percentage of net sal 10.€% 10.€% 11.€% 11.1%

Selling, general and administrative expenses deetbd% in the second quarter of 2012, due primaoithe impact of favorable forei

exchange translation (4%) and dispositions comgleter the preceding twelve months (3%), partiaffget by higher restructuring costs
(2%) and costs related to the proposed acquisitidaoodrich (1%).

Selling, general and administrative expenses iseess than 1% in the first six months of 2012, grimarily to the impact of
favorable foreign exchange translation (2%) angalgions completed over the preceding twelve mo(@86), partially offset by higher

restructuring costs (2%) and costs related to tbpgsed acquisition of Goodrich (2%). The 50 basist year-overyear increase as a perc
of sales also reflects these higher acquisitioatedl and restructuring costs.
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Other I|ncome, Net

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Other income, net $ 34C $ 21¢ $ 64( $ 31€

Other income, net includes the operational imp&etoity earnings in unconsolidated entities, royalcome, foreign exchange gains
and losses as well as other ongoing and non-recuitems. The year-over-year increase in othermregmet in the second quarter of 2012, is
largely due to an approximately $142 million neingaom the sale of a controlling interest in a @dian distribution business, partially offset
by a $32 million loss on the disposition of the Lfi& and security branch operations, both of Wtdce related to the ongoing UTC Climate,
Controls & Security portfolio transformation. Thenmaining increase in other income, net is attribletprimarily to net gains recognized on
miscellaneous asset sales ($49 million) and norewlrring operational activity as disclosed above.

The year-over-year increase in other income, n#tarfirst six months of 2012, largely reflectsagproximately $215 million net gain
from the sale of a controlling interest in a mawrtifising and distribution joint venture in Asia aaid approximately $142 million net gain fr
the sale of a controlling interest in a Canadiatritiution business, partially offset by $103 noitliof impairment charges related to planned
business dispositions and a $32 million loss ordthposition of the U.S. fire and security brangemtions, all of which are related to the
ongoing UTC Climate, Controls & Security portfotimnsformation. The remaining increase in otheoine, net is attributable primarily to
net gains recognized on miscellaneous asset s8éillion) and normal recurring operational aityivas disclosed above.

Interest Expense, Net

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011
Interest expense $ 19C $ 164 $ 354 $ 33C
Interest incom (22 (23 (57 (40
Interest expense, n $ 16€ $ 141 $ 297 $ 29C
Average interest expense ri 5.5% 5.5% 5.€% 5.7%

The increase in interest expense in the secondeyuard for the first six months of 2012 is a resiihigher average long-term debt
balances associated with the financing of our psedacquisition of Goodrich. The increase in irdergcome in the first six months of 2012,
as compared with the same period of 2011, reflggpsoximately $15 million of favorable pre-tax irgst adjustments related to the
conclusion of the IRS’s examination of our 2006008 tax years.

Income Taxes
Quarter Ended June 30, Six Months Ended June 30,
2012 2011 2012 2011
Effective tax rate 22.5% 30.5% 21.5% 31.(%

The decrease in the effective tax rate for thetguanded June 30, 2012, reflects the favorableniectax impact of $168 million relat
to the release of valuation allowances resultiogfinternal legal entity reorganizations. The daseeis also the result of favorable tax
impacts related to the net gains associated wghUthC Climate, Controls & Security ongoing portéotransformation.

The decrease in the effective tax rate for the §ibsmonths of 2012, primarily reflects the itentgted above. This decrease is also the
result of the favorable non-cash income tax imp&&203 million in the first quarter of 2012 reldt the conclusion of the IRS'’s
examination of our 2006 — 2008 tax years.

We estimate our full year annual effective incommerate in 2012, excluding the impact of the adtjais of Goodrich, to be
approximately 29.5%, absent non-recurring adjustmen
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Net | ncome Attributable to Common Shareowners from Continuing Operations

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions, except per share amounts) 2012 2011 2012 2011
Net income attributable to common shareowners ftontinuing operation $ 1,46€ $ 1,28¢ $ 265 $ 2,261
Diluted earnings per share from continuing operest $ 16z $ 141 $ 294 $ 24¢

Diluted earnings per share from continuing operetifor the second quarter of 2012 includes a ndtd0er share benefit from non-
recurring items, partially offset by $0.06 per haf restructuring charges. The results for theséguarter of 2011 included a net $0.05 per
share benefit from non-recurring items, partialiiset by a restructuring charge of $0.04 per shiaoe the first six months of 2012, diluted
earnings per share from continuing operations dedua net $0.40 per share benefit from non-requitéms, partially offset by $0.15 per
share of restructuring charges. The results fofiteesix months of 2011 included a net $0.05 gware benefit from non-recurring items,
partially offset by a restructuring charge of $0g&6 share.

The impact of foreign currency generated an advienpact of $0.05 and $0.07 per diluted share oroperational performance in the
second quarter and first six months of 2012, respady. This year-over-year impact also includes tiet adverse foreign currency translation
impact at Pratt & Whitney Canada (P&WC). At P&W@&gesgth in the U.S. Dollar in 2012 generated a biefrem foreign currency
translation as the majority of P&WC's sales areateimated in U.S. Dollars, while a significant portiof its costs are incurred in local
currencies. To help mitigate the volatility of fage currency exchange rates on our operating igsuét maintain foreign currency hedging
programs, the majority of which are entered intd&WC. As a result of hedging programs currentlplace, P&WC’s 2012 full year
operating results are expected to include a netradvmpact of foreign currency translation andgiregl of approximately $50 million. The
net impact of foreign currency translation and hiedgvas a favorable impact of $6 million and anexde impact of $10 million in the quar
and first six months of 2012, respectively. Foriiddal discussion of hedging, refer to Note 9tte Condensed Consolidated Financial
Statements.

Net (Loss) | ncome Attributable to Common Shareowners from Discontinued Operations

Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions, except per share amounts) 2012 2011 2012 2011
Net (loss) income attributable to common shareow/frem discontinue
operations $ (139 $ 30 $ (99 $ 69
Diluted (loss) earnings per share from discontinogeration: $ (0.19) $ 002 $ (110 $ 0.0¢

Diluted loss per share from discontinued operatfonshe second quarter of 2012 includes $0.12%hare of net asset impairment
charges at UTC Power. A warranty charge of $0.0&pare for potential costs associated with cedamponents of wind turbines
previously installed by our Clipper business ofs&0.07 per share benefit from the results ofatpmrs of discontinued entities in the
quarter.

Diluted loss per share from discontinued operatfonshe first six months of 2012 includes $0.82 gleare of goodwill impairment
charges related to Rocketdyne and Clipper andssett ampairment charges at UTC Power, and $0.26h@e unfavorable income tax
adjustments related to the recognition of a defetag liability on the existing difference betwethie accounting versus tax gain on the
planned disposition of Hamilton Sundstrand’s IndakBusinesses. A $0.09 per share benefit fronréiselts of operations of discontinued
entities was partially offset by the $0.07 per sh@lipper warranty charge noted above.
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Restructuring Costs
We recorded net pre-tax restructuring costs for aed/ongoing restructuring actions as follows:

Six Months Ended June 30,

(Dollars in millions) 2012 2011
Otis $ 63 $ 6
UTC Climate, Controls & Securil 72 45
Pratt & Whitney 54 29
Hamilton Sundstran 5 4
Sikorsky 6 3
Eliminations and othe 4 —
Restructuring costs recorded within continuing agens 204 87
Restructuring costs recorded within discontinueerapons 28 16
Total $ 232 $ 10¢

The net costs included $110 million recorded int cbsales, $94 million in selling, general and auisirative expenses and $28 million
in discontinued operations. As described belowsetmsts primarily relate to actions initiated dgr2012 and 2011.

2012 Actions.During the first six months of 2012, we initiatexbtructuring actions relating to ongoing cost réidncefforts, including
workforce reductions and the consolidation of fiefrterations. We incurred net pre-tax restructucosts totaling $187 million as follows:

Six Months Endec

(Dollars in millions) June 30, 2012

Otis $ 54
UTC Climate, Controls & Securi 49
Pratt & Whitney 50
Hamilton Sundstran 3
Eliminations and othe 4
Restructuring costs recorded within continuing agiens 16C
Restructuring costs recorded within discontinueerations 27
Total $ 187

The charges included $88 million in cost of sa#2 million in selling, general and administratesgpenses and $27 million in
discontinued operations. These costs include $liB®mfor severance and related employee termamatosts, $13 million for asset write-
downs and $19 million for facility exit, lease temation costs and other related costs.

We expect the 2012 actions that were initiatedénfirst six months to result in net workforce retions of approximately 2,300 hourly
and salaried employees, the exiting of approxing®D,000 net square feet and the disposal ofsaassbciated with exited facilities. As of
June 30, 2012, we have completed net workforcectaxhs of approximately 1,300 employees and exajgaroximately 100,000 net square
feet. We are targeting the majority of the remajnivorkforce and all facility related cost reductiactions for completion during 2012 and
2013. Approximately 75% of the total pre-tax changk require cash payments, which we will fund vitash generated from operations.
During the first six months of 2012, we had castilows of approximately $62 million related to tB812 actions. We expect to incur
additional restructuring costs of $69 million towplete these actions. We expect recurring predsings to increase over the twear periol
subsequent to initiating these actions to approteip&200 million annually.
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2011 Actions.During the first six months of 2012, we recordeti pre-tax restructuring costs totaling $41 millfon restructuring actions
initiated in 2011. The 2011 actions relate to ongaiost reduction efforts, including workforce retlons and the consolidation of field
operations. We incurred net pre-tax restructuriogt& for the first six months of 2012 as follows:

Six Months Endec Six Months Endec

(Dollars in millions) June 30, 2012 June 30, 2011
Otis $ 10 $ 7
UTC Climate, Controls & Securi 22 21
Pratt & Whitney 3 20
Hamilton Sundstran — 3
Sikorsky 5 3
Eliminations and othe — —
Restructuring costs recorded within continuing

operations 40 54
Restructuring costs recorded within discontinued

operations 1 15
Total $ 41 $ 69

The charges included $19 million in cost of sa&], million in selling, general and administratexpenses and $1 million in
discontinued operations. Those costs included $f®mfor severance and related employee termamatiosts and $13 million for facility
exit, lease termination costs and other relatetscos

We expect the 2011 actions to result in net woddaeductions of approximately 5,000 hourly andisadl employees, the exiting of
approximately 2 million net square feet of facdgtiand the disposal of assets associated withxites éacilities. As of June 30, 2012, we
completed net workforce reductions of approximateB00 employees and exited approximately 100,@&quare feet of facilities. We are
targeting the majority of the remaining workforaedacility related cost reduction actions for cdetipn during 2012 and 2013.
Approximately 75% of the total prtax charge will require cash payments, which weé firild with cash generated from operations. Duthg
first six months of 2012, we had cash outflows gr@ximately $104 million related to the 2011 antioWe expect to incur additional
restructuring costs of $50 million to complete #hastions. We expect recurring pre-tax savingadoease over the two-year period
subsequent to initiating these actions to approtelp&300 million annually.

Additional 2012 Actions.We expect to initiate additional restructuring ant during the remainder of 2012. Including trgjloosts related
previously initiated actions, we now expect fuly@012 restructuring costs from continuing operatiof approximately $500 million,
including the $204 million of charges incurred agrihe first six months of 2012. The expected aslv@npact on full year earnings in 2012
from anticipated restructuring costs is expectedgoffset by the beneficial impact from net noadreing items. Except for those actions
described above, no specific plans for signifiaather actions have been finalized at this time.

Segment Review

Segments are generally based on the managemetiustrof the businesses and the grouping of simparating companies, where
each management organization has general operitngomy over diversified products and servicetediive January 1, 2012, we formed
the UTC Climate, Controls & Security segment, whicinbines the former Carrier and UTC Fire & Segusggments. Adjustments to
reconcile segment reporting to the consolidatedlt®$or the quarters and six months ended Jun2G@IE and 2011 are included in
“Eliminations and other” below, which also includesrtain smaller subsidiaries. We attempt to qfiantiaterial cited factors within our
discussion of the results of each segment whernbwese factors are determinable. However, in sos@itites, the factors we cite within our
segment discussion are based upon input measugeslitative information that does not lend itdelfjuantification when discussed in the
context of the financial results measured on apututasis and are not, therefore, quantified inbéslew discussions.

Commercial Businesses

Our commercial businesses generally serve custaméne worldwide commercial and residential prapéndustries, although UTC
Climate, Controls & Security also serves custonrethe commercial and transport refrigeration irtdas. Sales in the commercial busine
are influenced by a number of external factorduitiag fluctuations in residential and commerciahstruction activity, regulatory changes,
interest rates, labor costs, foreign currency emgbaates, customer attrition, raw material
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and energy costs, credit markets and other glamhpalitical factors. UTC Climate, Controls & Seityis financial performance can also be
influenced by production and utilization of trangpequipment, and, in the case of its residentigimess, weather conditions. To ensure
adequate supply of products in the distributionncted, UTC Climate, Controls & Security customaglfers its customers incentives to
purchase products. The principal incentive progpaavides reimbursements to distributors for offgmpromaotional pricing on UTC Climate,
Controls & Security products. We account for incepayments made as a reduction to sales.

Within the Otis segment, new equipment orders wleren 7% in the second quarter of 2012 (includinga&®#butable to foreign
exchange) due primarily to a decline in China (11¥he ongoing Chinese government effort to redusesimg prices has had an adverse
impact on the high-end residential market, which hegatively impacted Otis’ China sales. Howeves,rtew equipment order rate in China
improved during the second quarter in comparisahédirst quarter of 2012.

U.S. residential HVAC orders continued to grow tigh the second quarter and increased 4% compathd second quarter of 2011
UTC Climate, Controls & Security benefited from waar than normal temperatures across most of theAs.8egun in 2008 for the legacy
Carrier business, we will continue the processvafuating and transforming the UTC Climate, Corgr@lSecurity portfolio.

Summary performance for each of the commercialnmssies for the quarters ended June 30, 2012 adda?@4s follows:

Otis UTC Climate, Controls & Security

(Dollars in millions) 2012 2011 Change 2012 2011 Change
Net Sale: $3,0217 $3,192 5% $ 4,572 $ 5,14( (12)%
Cost of Sale: 1,98¢ 2,06( (4)% 3,271 3,75¢4 (13)%

1,041 1,132 (8)% 1,301 1,38¢ (6)%
Operating Expenses and Otl 39C 38¢ — 512 721 (29%
Operating Profit: $ 651 $ 74< 12% $ 78¢ $ 66F 19%
Operating Profit Margin 21.5% 23.2% 17.2% 12.9%

Summary performance for each of the commercialnassies for the six months ended June 30, 2012Cdrida2e as follows:

Otis UTC Climate, Controls & Security

(Dollars in millions) 2012 2011 Change 2012 2011 Change
Net Sales $5,79i $5,964 (3)% $ 8,684 $ 9,53¢ (9)%
Cost of Sale: 3,81¢ 3,841 (D)% 6,267 6,971 (10)%

1,98: 2,12: (7% 2,415 2,55¢ (5)%
Operating Expenses and Otl 76€ 75C 2% 1,08¢ 1,42( (24)%
Operating Profit: $1,217  $1,37: 1% $ 1,33 $ 1,13¢€ 17%
Operating Profit Margin 21.(% 23.(% 15.4% 11.€%

Otis —
Quarter ended June 30, 2012 Compared with Quarter ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales ()% (5)% 1% —
Cost of Sale: — (5)% — 1% —
Operating Profit: (3)% (5)% — (8% —

The organic sales decrease in the quarter (1%)egpdmarily to declines in new equipment volumé&irrope and China (combined 2
partially offset by growth in North America and Bila(combined 1%). The decline in new equipmengsatas slightly offset by growth in
service sales with increases in both contractuahte@ance and modernization sales (1%).

The decrease in operational profit in the quadeést)(is due primarily to the impact of commodity tomcreases (2%), lower service
pricing (2%), and higher accounts receivable rese(2%), all of which were partially offset by say$ from continued cost reduction
initiatives (3%).
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Six months ended June 30, 2012 Compared with Six months ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales — ()% — —
Cost of Sale: 1% (3)% — 1% —
Operating Profit: (4)% (4)% — (4% 1%

Organic sales were flat, reflecting declines in mEwipment sales 1% primarily in China, offset yhler service sales (1%) with
increases in both contractual maintenance and mizdion sales primarily in North America and Aslaghtly offset by declines in Europe
(1%).

The decrease in operational profit in the firstrsianths (4%) is due primarily to the impact of lawew equipment volume in China
(1%), commodity costs increases (2%), higher owedtensts (2%), and the impact of higher accoumisivable reserves (1%), all of which
were partially offset by savings from cost reductinitiatives (3%). Higher service volume (2%) wasere than offset by lower average
service pricing (3%).

UTC Climate, Controls & Security —
Quarter ended June 30, 2012 Compared with Quarter ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales — ()% (8)% —
Cost of Sale: — (4)% (9)% — —
Operating Profit: 11% ()% — (2)% 13%

Organic sales were flat, with growth in the Amesi¢4a%) driven by the residential and commercial HB/Businesses offset by lower
volume in the transport refrigeration business (1Phe decrease in “Acquisitions and divestituret; (8%) reflects the year over year img
of net divestitures completed in the preceding Ye&ehonths associated with UTC Climate, Controlse&8ity’s ongoing portfolio
transformation.

The 11% operational profit increase was drivendbrpy the benefits of prior restructuring actiq@%o), including savings from the
consolidation of Carrier and UTC Fire & Securitpddower year over year warranty related costs (3%¢ benefit of prior year pricing
actions was largely offset by unfavorable custoarat product mix and increases in employment co$is.13% increase in “Othepgrimarily
reflects an approximately $110 million net gainnfred TC Climate, Controls & Security’s ongoing potifotransformation partially offset by
the absence of an approximately $25 million favlgditigation resolution in the prior year. The meirtfolio transformation gain includes
approximately $142 million from the sale of a caliing interest in a Canadian distribution busingestially offset by a $32 million loss on
the disposition of the U.S. fire and security branperations.

Six months ended June 30, 2012 Compared with Six months ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales — (2)% (N% —
Cost of Sale: 1% (3)% (8)% — —
Operating Profit: 5% (2)% (D)% (2)% 17%

Organic sales were flat, reflecting growth in th@éticas (1%) driven by the residential and comna¢idVAC businesses offset by
lower volumes in the transport refrigeration buss€l%). The decrease in “Acquisitions and divesi, net” %) reflects the year over ye
impact of net divestitures completed in the precgdivelve months associated with UTC Climate, Gaat& Security’s ongoing portfolio
transformation efforts.

The 5% operational profit increase was driven lgrgg the benefits of prior restructuring actio®84), including savings from the
consolidation of Carrier and UTC Fire & Securitpdahigher equity income from joint venture partn@%). These increases were partially
offset by unfavorable customer and product sales(8%6). The benefit of prior year pricing actionasw
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largely offset by increases in employment and igitale amortization costs. The 17% increase in “@Otpemarily reflects an approximately
$222 million net gain from UTC Climate, ControlsSecurity’s ongoing portfolio transformation paryabffset by the absence of an
approximately $25 million favorable litigation rdstion in the second quarter of 2011. The net ptidftransformation gain includes
approximately $142 million from the sale of a cofling interest in a Canadian distribution businesthe second quarter of 2012 combined
with an approximately $215 million net gain in ffirst quarter of 2012 from the sale of a contrallinterest in a manufacturing and
distribution joint venture in Asia. These gains @partially offset by a $32 million loss on thepbsition of the U.S. fire and security branch
operations in the second quarter of 2012 and $1i0®mof impairment charges recorded in the fiysiarter of 2012 related to ongoing
business dispositions.

Aerospace Businesses

The aerospace businesses serve both commercigba&ethment aerospace customers. In addition, elsnoéfPratt & Whitney also
serve customers in the industrial markets. Reve@assenger miles (RPMs), U.S. Government militad space spending, and the general
economic health of airline carriers are all bara@argefor our aerospace businesses. Performance getteral aviation sector is closely tied to
the overall health of the economy and is positivegrelated to corporate profits.

The commercial airline industry rebounded in 2066 has remained generally strong since. Airlinffitreas measured by RPMs is
expected to grow between 4% and 6% in 2012. Althaugny airlines have returned to profitability, iifyel prices continue to challenge the
airlines to consider the need for more fuel effitiaircraft. Cash conservation at airlines has eshe impacted order rates. Commercial
aerospace spares orders at Pratt & Whitney’s leoganercial engine business declined 15% in therskqaarter of 2012, following a 23%
increase in the second quarter of 2011. HamiltamdSwand commercial aerospace spares orders didld¥é in the second quarter of 2012,
following a 25% increase in the second quarterQdfl2 Consolidated commercial aerospace aftermastes increased 2% in the second
quarter of 2012, as compared with the same pefi@dDl, primarily due to a 24% increase at Sikorskgr the prior year.

Deficit reduction measures being considered byt Government are expected to pressure the l&fament of Defense budget in
the coming years, resulting in a decline in U.Sp&rément of Defense spending. Total sales to ti% Government were $2.4 billion and $
billion, or 18% and 16% of total UTC sales in tleeasnd quarter of 2012 and 2011, respectively. @uiqgipation in longterm production an
development programs for the U.S. Government hdssaexpected to contribute positively to our résid 2012. In July 2012, the U.S.
Government and Sikorsky signed a five-year mukisercontract for approximately 650 H-60 helicoptekctual production quantities will
be determined year-by-year over the life of thegpsin based on funding allocations set by Congned$Pa&ntagon acquisition priorities.

As previously reported, Sikorsky is developing €td¢-148 derivative of the H-92 helicopter, a militarariant of the 382 helicopter, fo
the Canadian government. The CH-148 is being dpeelainder a fixed-price contract that providesiierdevelopment and production of 28
helicopters, and related logistical support throdtgirch 2028. The current contract value is estich&ebe $4.5 billion, and is subject to
changes in underlying variables such as futuréfligurs as well as fluctuations in foreign curgeagchange rates. Sikorsky and the
Canadian government have a number of open dispeitging to the contract, including responsibifity delay of delivery of the fully
configured and tested aircraft beyond the currentract delivery schedule and other disputes rejett development, production and
logistical support. Sikorsky is prepared to delifiee aircraft in 2012 in a configuration that wiquire additional hardware and further
software testing and upgrades before full missegpability can be achieved. Sikorsky intends to iowt discussions with the Canadian
government to resolve the open disputes, howelvemparties may not reach a contractual solutionathaws for delivery of these aircraft or
revenue recognition in 2012. As discussions coetimee will assess whether the inability to achievantractual solution could lead to a
further negative financial impact on the program.

Summary performance for each of the aerospace dasss for the quarters ended June 30, 2012 anda20 b5 follows:

Pratt & Whitney Hamilton Sundstrand Sikorsky

(Dollars in millions) 2012 2011 Change 2012 2011 Change 2012 2011 Change
Net Sales $3,441 $3,27¢ 5% $1,25¢ $1,171 7% $1,62( $1,78¢ (9)%
Cost of Sale: 2,60( 2,43¢ 7% 88¢ 847 5% 1,29¢ 1,471 (12)%

847 84C 1% 36¢& 324 13% 324 31¢E 3%
Operating Expenses and Otl 42C 41€ 1% 154 13¢ 11% 111 38 192%
Operating Profit: $ 427 $ 424 1% $ 211 $ 18F 14% $ 21 $ 277 (23)%
Operating Profit Margin 12.4% 12.% 16.£% 15.8% 13.1% 15.5%
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Summary performance for each of the aerospace dms#s for the six months ended June 30, 2012 drid26 as follows:

Pratt & Whitney Hamilton Sundstrand Sikorsky

(Dollars in millions) 2012 2011 Change 2012 2011 Change 2012 2011 Change
Net Sales $6,49¢  $6,14¢ 6% $2,49C $2,30¢ 8% $2,96¢ $3,36¢ (12)%
Cost of Sale: 4,832 4,52¢ 7% 1,77¢ 1,65¢€ 7% 2,37¢ 2,80¢ (15)%

1,661 1,62¢ 3% 71¢ 653 9% 587 562 4%
Operating Expenses and Otl 851 772 10% 30¢€ 29€ 3% 23€ 144 65 %
Operating Profit: $ 81€ $ 852 4% $ 40¢ $ 357 15% $ 34¢ $ 41¢ (17)%
Operating Profit Margin 12.€% 13.% 16.2% 15.5% 11.8% 12.4%

Pratt & Whitney —
Quarter ended June 30, 2012 Compared with Quarter ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation* net Costs Other
Net Sales 6% ()% — —
Cost of Sale: 8% — — ()% —
Operating Profit: (14)% 1% — 2% 12%

Organic sales growth (6%) was driven by an incré@asemmercial engine deliveries (3%), an incraasailitary engine and
aftermarket sales (6%), commercial aftermarketss@alehird party aftermarket parts companies (38 higher engine volume at PW&C
(1%), partially offset by a decrease in commeraftsdrmarket spares volume (5%) and lower industaélime at Pratt & Whitney Power
Systems (2%).

The operational profit decrease (14%) was drivetolaser commercial spares volume (25%), lower indaktolume at Pratt & Whitne
Power Systems (2%), and higher research and dewelupcosts (4%), partially offset by higher militangine and aftermarket volume

(7%) and the benefit from sales to third party rafigrket parts companies (10%). Savings from pastructuring actions largely offset higher

pension costs during the quarter. The impact frorai§in currency reflects the favorable transactionpact of foreign exchange hedging at
P&WC (1%). The change in “Other” primarily refleegyain on the sale of an equity interest in a censial aftermarket venture (5%) and a
gain due to the change in control resulting fromistructuring of interests in IAE (5%).

Six months ended June 30, 2012 Compared with Six months ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation* net Costs Other
Net Sales 7% ()% — —
Cost of Sale: 7% — — — —
Operating Profit: (5)% (1)% — (3)% 5%

* As discussed further in tI"Business Overview” and “Results of Operations” tieas of Management’s Discussion and Analysis of
Financial Condition and Results of Operations, Rwatt & Whitney only, the transactional impact ofdign exchange hedging at P&V
has been netted against the translational foreigthange impact for presentation purposes in thevatiable. For all other segments,
these foreign exchange transactional impacts actudted within the organic / operational captionthreir respective tables. Due to its
significance to Pratt & Whitney’s overall operatingsults, we believe it is useful to segregatefaheign exchange transactional impact in
order to clearly identify the underlying financia¢rformance

Organic sales growth (7%) is driven by higher railitengine deliveries and aftermarket sales (6¥ghdr engine and spares volume at

P&WC (2%), and sales to third party aftermarketpaompanies (2%), offset by a decrease in comalespares volume (4%).
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The operational profit decrease (5%) is driven ighér research and development costs (8%), lowaneercial spares volume (18%),
and higher pension costs (1%), partially offsehlgher military engine and aftermarket volume (8#6yher PW&C engine shipments
(5%) and the benefit of sales to third party aft@rket parts companies (9%). “Other” includes a gairthe sale of intellectual property (2%),
a gain on the sale of an equity interest in a wen{8%) and a gain due to the change in contraeiltiag from the restructuring of interests in
IAE (2%), offset by the absence of a gain on the shan equity investment in a venture in 2011 2%

Hamilton Sundstrand —
Quarter ended June 30, 2012 Compared with Quarter ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales 9% (2)% (2)% —
Cost of Sale: 8% (2% ()% — —
Operating Profit: 16% (2)% (D)% — 1%

The organic sales growth (9%) primarily reflectght@r volumes in the aerospace OEM business (9%)iridnease in aerospace OEM
primarily attributed to volume growth within comneél programs (4%) and military programs (4%).

The organic increase in operational profit (16%dnarily reflects the benefit of higher volume amddrable mix within commercial
programs (15%) and military programs (9%). Theéase is primarily offset by higher research anceltgmment costs (3%) and higher
domestic pension expenses (5%).

Six months ended June 30, 2012 Compared with Six months ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales 10% (2)% (2)% —
Cost of Sale: 10% (1)% (2% — —
Operating Profit: 16% (1)% 1)% — 1%

The organic sales growth (10%) primarily refledghler volumes in both the aerospace OEM (7%) andspace aftermarket
(3%) businesses. The increase within aerospace &#é4 was primarily attributed to volume growthhivitcommercial programs (5%) and
military programs (2%). The increase within aeraspaftermarket is primarily attributable to miligaand commercial spares volume growth
(2%).

The organic increase in operational profit (16%ijn@rily reflects the benefit of higher volume amddrable mix within commercial
programs (12%) and increased favorable margin wilfiermarket spares (9%), partially offset by kighomestic pension expenses (5%).

Sikorsky —
Quarter ended June 30, 2012 Compared with Quarter ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales (9% — — _
Cost of Sale: (12)% — — — —
Operating Profit: 3% — — — (26)%

The organic sales decline (9%) reflects reducentafirdeliveries from foreign military operatior8%), fewer aircraft sales to the U.S.
Government (4%) and reduced sales to commercitbimgss (2%) due primarily to a lack of S-76 satethe quarter as Sikorsky transitions
to certification and full-scale production of thewnS-76D model. These declines were partially ttigencreased aftermarket support
(4%) driven by higher military spares volume.
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The operational profit increase (3%) reflects iasexd commercial profits (7%) due to favorable $H2gins and higher aftermarket
support volume (11%), partially offset by lower U&overnment volume (9%), lower foreign militarydainternational development profits
(2%) and lower volume on customer funded develogmesgrams (3%). “Other” reflects the absence géi recognized on the contribution
of a business to a venture in the United Arab Bregin 2011.

Six months ended June 30, 2012 Compared with Six months ended June 30, 2011

Factors contributing to total % Change

Acquisitions /
Restructuring
Organic / FX Divestitures,
Operational Translation net Costs Other
Net Sales (12)% — — —
Cost of Sale: (15)% — — — —
Operating Profit: 1% — — (D% a7%

The organic sales decline (12%) reflects reducentadt deliveries from foreign military operatio(8%) and fewer aircraft sales to the
U.S. Government (5%). These declines were partgdfet by increased aftermarket support (3%) drilog higher military spares volume.

The operational profit increase (1%) reflects iased commercial profits (6%) due to better S-92itatuility, higher aftermarket
support volume (12%) and higher foreign militarydanternational development profits (2%) due priityao the absence of two Canadian
maritime helicopter deliveries in 2011. These iases were partially offset by lower U.S. Governmettime (10%), lower volume on
customer funded development programs (3%) and higdar-over-year research and development sperf8#y “Other’reflects the absen
of a gain recognized on the contribution of a besinto a venture in the United Arab Emirates in1201

Eliminations and other —

Net Sales Operating Profits
Quarter Ended June 30, Six Months Ended June 30, Quarter Ended June 30, Six Months Ended June 30,
(Dollars in millions) 2012 2011 2012 2011 2012 2011 2012 2011
Eliminations and other $ (115 $ (96 $ (215 $ (@181 S ® $ @40 $ (B2 $ (99
General corporate expens — — — — (109 (109 (200 (193

Eliminations and other reflects the eliminatiorsafes, other income and operating profit transaoetdeen segments, as well as the
operating results of certain smaller businesseshve previously reported the results of UTC Poavet Clipper within eliminations and
other but have reclassified the results of thesgniegses to discontinued operations for all penwdsented, as noted in the “Discontinued
Operations” section of our Business Overview in B@ement’s Discussion and Analysis of Financial Gt and Results of Operations.
The year over year change in sales for both thenskquarter and first six months of 2012, as coegbarith the same period of 2011, reflects
an increase in the amount of inter-segment saiesngitions. The year-over-year change in opergtimgit for the first quarter of 2012, as
compared with the same period of 2011, primarifiects the impact of lower self-insurance and leggsts.

LIQUIDITY AND FINANCIAL CONDITION

December 31

June 30, June 30,
(Dollars in millions) 2012 2011 2011
Cash and cash equivalents $ 5,96¢ $ 5,96( $ 5,39¢
Restricted cash, curre 10,71t 37 29
Total debt 20,72: 10,26( 11,39¢
Net debt (total debt less cash and cash equival 14,75¢ 4,30( 6,00z
Total equity 23,72¢ 22,82( 23,73¢
Total capitalization (debt plus equit 44,44¢ 33,08( 35,13}
Net capitalization (debt plus equity less cash@ash equivalent 38,48( 27,12 29,74
Debt to total capitalizatio 47% 31% 32%
Net debt to net capitalizatic 38% 16% 20%
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We assess our liquidity in terms of our abilitygenerate cash to fund our operating, investingfiaaghcing activities. Our principal
source of liquidity is operating cash flows of daning operations, which, after netting out capéapenditures, we target to equal or exceed
net income attributable to common shareowners frontinuing operations. In addition to operatinghcisws, other significant factors that
affect our overall management of liquidity includapital expenditures, customer financing requirgsianvestments in businesses,
dividends, common stock repurchases, pension fgndiccess to the commercial paper markets, adeaiiassailable bank lines of credit,
and the ability to attract long-term capital aisfactory terms.

Improvement in the global economy remains uneved,im light of these circumstances, we continuas®ess our current business and
closely monitor the impact on our customers angkers. We have determined that overall there lvd$aen a significant impact on our
financial position, results of operations or ligitiycduring the first six months of 2012.

Our domestic pension funds experienced a posiéttem on assets of approximately 6% during the $issmonths of
2012. Approximately 87% of our domestic pensiomplare invested in readily-liquid investments, uiiihg equity, fixed income, asset-
backed receivables and structured products. Thanbalof our domestic pension plans (13%) is ingeistéess-liquid but market-valued
investments, including real estate and privatetggihe continued recognition of prior pension Esand the impact of a lower discount rate,
partially offset by additional funding and the pgog returns experienced during 2011 and the $issmonths of 2012, are expected to rest
increased pension expense in 2012 of approxim&g89 million as compared to 2011.

As discussed further below, despite a recent doadegin the quarter in anticipation of our increadebt levels to finance the
acquisition of Goodrich, our strong debt ratingd &inancial position have historically enabled osssue long-term debt at favorable market
rates, including our issuance of $9.8 billion afdeterm debt in June 2012. Our ability to obtaibtdenancing at comparable risk-based
interest rates is partly a function of our existiept-to-total-capitalization level as well as ourrent credit standing.

The purchase price for our pending acquisition ob@&ich for $127.50 per share in cash equateddtabestimated enterprise value of
$18.2 billion, including $1.7 billion in net delat be assumed. We expect to finance the total $dibién to be paid to Goodrich shareholders
at the closing of the acquisition through a comtiameof short- and long-term debt, equity units @agh. In 2012, the Company approved
plans for the divestiture of a number of non-cansibesses. Cash generated from these divestitingended to be used to repay a portion of
the short-term debt incurred as part of the finagdor the proposed acquisition of Goodrich. Theedtitures are expected to generate
approximately $3 billion in net cash, on an aftex-basis. To manage the cash flow and liquidityaotp of these actions, we have suspended
share repurchases until at least January 1, 20t3ydl significantly reduce repurchases from histal levels for two years thereafter. In
addition, we will reduce our budgeted acquisitiperading for the next few years, which for 2012 wpeet to approximate $500 million
excluding spending for our pending acquisition @fo@rich and our acquisition of Rolls-Royce’s instgein IAE.

On November 8, 2011, we entered into a bridge tegieement with various financial institutionsttheovides for a $15 billion
unsecured bridge loan facility, available to pdistiund the cash consideration of the pending &itjon of Goodrich and pay related fees,
expenses and other amounts expected to becomendymgable by UTC as a result of the acquisitiomy Ainding under the bridge credit
agreement would occur substantially concurrentijwhie consummation of the Goodrich acquisitioject to customary conditions for
acquisition financings of this type. Any loans madesuant to the bridge credit agreement would reatn the date that is 364 days after the
funding date. As of June 30, 2012, we have redtledvailable commitments under this bridge loailifg to $2 billion primarily as a result
of the subsequent financing transactions on Jug@12 and June 18, 2012 described below.

On April 24, 2012, we entered into a term loan tragreement with various financial institutionsitiprovides for a $2 billion
unsecured term loan facility available to partidiind the cash consideration of the pending acipisof Goodrich and pay related fees,
expenses and other amounts expected to becomandymgable by UTC as a result of the acquisitiomy lan under the agreement would
mature on December 31, 2012, and funding would rosleartly before consummation of the acquisitiarpject to customary conditions for
financings of this type. Funding would be condigdron the substantially contemporaneous terminatidhe remaining commitments under
our $15 billion bridge credit agreement executedNomember 8, 2011.

On June 1, 2012, we issued a total of $9.8 biltiblong-term debt, which is comprised of $1 billiaggregate principal amount of
1.200% notes due 2015, $1.5 billion aggregate jpat@amount of 1.800% notes due 2017, $2.3 biliggregate principal amount of 3.100%
notes due 2022, $3.5 billion aggregate principabam of 4.500% notes due 2042, $1 billion aggregatecipal amount of three-month
LIBOR plus 0.270% floating rate notes due 2013, %@ billion aggregate principal amount of threenth LIBOR plus 0.500% floating re
notes due 2015. We expect primarily to use thereteeds of these notes to partially fund the casisideration of the pending acquisitior
Goodrich and pay related fees, expenses and atiauras expected to become due and payable by UBCGemilt of the acquisition. The
remainder of the net proceeds from these notesyif will be used for general corporate purposés. three-month LIBOR rate as of June 30,
2012 was approximately 0.5%.

On June 18, 2012, we issued 22,000,000 Equity UBdsh Equity Unit has a stated amount of $50 aitidlly is in the form of a
corporate unit consisting of (a) a stock purchas#ract under which the holder will purchase frosnom August 1, 2015, a number of shares
of our common stock determined pursuant to the devhthe agreement, and (b) a 1/20, or 5.0%, udddi
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beneficial ownership interest in $1,000 principalcant of our 1.55% junior subordinated notes dug22®lolders of the Equity Units will be
entitled to receive quarterly contract adjustmeaytpents at a rate of 5.95% per year on the stawediat of $50 per Equity Unit, subject to
our right to defer such payments. We expect primémiuse the net proceeds of the Equity Unitsadially fund the cash consideration of the
pending acquisition of Goodrich and pay related fexpenses and other amounts expected to becarandypayable by UTC as a result of
the acquisition. The remainder of the net procdiemia the Equity Units, if any, will be used for gaal corporate purposes. Following the
issuance of the Equity Units, we further reduceddtailable commitments under our $15.0 billiordge loan facility entered into on
November 8, 2011, which is available to pay a portf the cash consideration for the Goodrich agitjon, to $2 billion.

At June 30, 2012, we had revolving credit agreesmetith various banks permitting aggregate borrowiafjup to $4 billion pursuant to
a $2 billion revolving credit agreement and a $id multicurrency revolving credit agreement, baif which expire in November 2016. As
of June 30, 2012, there were no borrowings undbeeof these revolving credit agreements. The awdrportions of our revolving credit
agreements are also available to serve as backiliti¢a for the issuance of commercial paper. Adune 30, 2012, our maximum
commercial paper borrowing authority as set byBuoerd of Directors was $4 billion. We generally wsg commercial paper borrowings for
general corporate purposes, including the fundingptential acquisitions and repurchases of ourroom stock.

We continue to have access to the commercial papetets and our existing credit facilities, andentgo continue to generate strong
operating cash flows. While the impact of markdtatitity cannot be predicted, we believe we havéicent operating flexibility, cash
reserves and funding sources to maintain adequaderats of liquidity and to meet our future opergteash needs.

Given our extensive international operations, nedstur cash is denominated in foreign currencies.ianage our worldwide cash
requirements by reviewing available funds amongniaay subsidiaries through which we conduct ouirtass and the cost effectiveness
which those funds can be accessed. The repatriatioaish balances from certain of our subsidiargesd have adverse tax consequences or
be subject to capital controls; however, thosermda are generally available without legal restn to fund ordinary business operations.
With few exceptions, U.S. income taxes have nohlgrevided on undistributed earnings of internalaubsidiaries. Our intention is to
reinvest these earnings permanently or to repattieg earnings only when it is tax effective tosdo

On occasion, we are required to maintain cash dtspogh certain banks with respect to contractaigations related to acquisitions
divestitures or other legal obligations. Restriatadh as of June 30, 2012 and December 31, 201appasximately $10.7 billion and $37
million, respectively. The $10.7 billion of restiéd cash was held as of June 30, 2012 in preparfatiche acquisition of Goodrich, and is
comprised of the proceeds received from the long-tiebt and Equity Unit issuances during June 26&&cribed above.

We believe our future operating cash flows willsugficient to meet our future operating cash neBdsther, our ability to obtain debt
equity financing, as well as the availability undemmitted credit lines, provides additional poigrgources of liquidity should they be
required or appropriate.

Cash Flow - Operating Activities of Continuing Operations

Six Months Ended June 30,
(Dollars in millions) 2012 2011

Net cash flows provided by operating activitie<oftinuing operation $ 3,02¢ $ 2,648

Cash generated from operating activities of comigwperations in the first six months of 2012 WM&83 million higher than the same
period in 2011, driven primarily by lower workingital cash requirements. While income from corntigwperations increased by
approximately $365 million, this included approxiels $222 million of net gains from the portfolimhsformation activities at UTC Clima
Controls & Security and an approximately $218 miilnon-cash tax benefit from the conclusion of|[R®’s examination of the Company’s
2006 — 2008 tax years, which are netted out ofaipey cash flows through both other operating #@w and the deferred tax provision.
During the first six months of 2012, the net ing@an working capital resulted in a cash outflovdd01 million compared to a cash outflow
of $791 million during the first six months of 2Q1lhis decrease of $690 million was primarily drivey a decrease in accounts receivable,
due to strong collections, and increased advartce&karsky, Pratt & Whitney and Otis, which weretglly offset by an increase in
inventories largely associated with anticipatedinwd changes at Sikorsky and Pratt & Whitney.
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The funded status of our defined benefit pensiangis dependent upon many factors, including mstan invested assets and the level
of market interest rates. We can contribute casfoompany stock to our plans at our discretion, etttip applicable regulations. Total cash
contributions to our global defined benefit pengidens during the first six months of 2012 and 2@&te $24 million and $70 million,
respectively. We expect to make cash contributafreppproximately $100 million to our foreign defthbenefit pension plans and $200
million of voluntary stock contributions to our destic pension plans in 2012. Our domestic pendiamspare approximately 84% funded on
a projected benefit obligation basis as of June&28@2 and we are not required to make additionadritutions through the end of 2012.
Contributions to our global defined benefit pengitens in 2012 are expected to meet or exceeduttient funding requirements.

Cash Flow - Investing Activities of Continuing Operations

Six Months Ended June 30,

(Dollars in millions) 2012 2011
Net cash flows used in investing activities of ¢oning operation: $ (12,27) $ (302

The increase in cash used in investing activitfesatinuing operations was primarily a result @%’ billion of restricted cash held as
of June 30, 2012 in preparation for the acquisitb@Goodrich, as well as payments made to RollseRdy acquire their ownership and
collaboration interests in IAE and license its V@56tellectual property to Pratt & Whitney of appimately $1.5 billion in total. Partially
offsetting these increases, concurrent with theicfpof the purchase of Rolls-Royce’s interest\ig, Pratt & Whitney entered into a
collaboration arrangement with MTU with respecatportion of the acquired collaboration interestA& for consideration of approximately
$233 million, with additional payments due to P&tiVhitney in the future. Investments in businessethe first six months of 2012 consis
primarily of our acquisition of Rolls-Royce’s owmséip interest in IAE and a number of small acqigei in our commercial and aerospace
businesses. Excluding spending for our pendingiaitigun of Goodrich and our acquisition of RollsyRe’s interests in IAE, we expect total
cash investments for acquisitions in 2012 to be@pmately $500 million, including acquisitions cpiated during the first six months of
2012. However, actual acquisition spending may da&yending upon the timing, availability and appiate value of acquisition
opportunities. Capital expenditures increased $Bllomprimarily at Pratt & Whitney and Otis, whialeflected expenditures related to
investment in new programs and low-cost manufaoguiécilities.

Customer financing activities were a net sourceash of $26 million and $29 million for the firgk snonths of 2012 and 2011,
respectively. While we expect that 2012 custonmmaricing activity will be a net use of funds, actiusding is subject to usage under existing
customer financing commitments during the remaimmdehe year. We may also arrange for third-pamtyestors to assume a portion of our
commitments. We had commercial aerospace finaranugother contractual commitments of approxima$@ly billion, which now includes
approximately $580 million of IAE commitments, riedd to commercial aircraft and certain contractigdits to provide product on new
aircraft platforms at June 30, 2012, of which asimas $250 million may be required to be disbudiaihg 2012. We had commercial
aerospace financing and other contractual commitsnefrapproximately $2.3 billion at December 31120

Cash Flow - Financing Activities of Continuing Operations

Six Months Ended June 30,

(Dollars in millions) 2012 2011
Net cash flows provided by (used in) financing\dtis of continuinc
operations $ 937 $ (1,099

The timing and levels of certain cash flow actadti such as acquisitions and repurchases of azk, $tave resulted in the issuance of
both long-term and short-term debt. In June 20ERissued $9.8 billion of long-term debt and $1llidn of Equity Units. We expect to use
the net proceeds of the long-term debt and EquitiysLprimarily to partially fund the cash considéra of our pending acquisition of
Goodrich and pay related fees, expenses and atheuras expected to become due and payable by UBCesmilt of the acquisition.
Commercial paper borrowings and revolving creditliées provide short-term liquidity to supplemesyerating cash flows and are used for
general corporate purposes, including the fundimqgptential acquisitions and repurchases of oukst@/e repaid the $455 million of
outstanding commercial paper as of December 311 80ting the six months ended June 30, 2012, adchbautstanding commercial paper
at June 30, 2012.

As a result of our pending acquisition of Goodriale, have suspended share repurchases until atteasary 1, 2013, and will
significantly reduce repurchases for two yearsdhger. At June 30, 2012, management had authorigpurchase approximately 7 million
shares under the previously announced share reggeqirogram. When we repurchase shares, our gpanehases vary depending upon
various factors including the level of other inwegtactivities.
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We paid dividends on Common Stock of $0.48 peresirathe first quarter of 2012 totaling $412 mitlim the aggregate and $0.48 per
share in the second quarter of 2012 totaling $4ill®min the aggregate. On June 13, 2012, the BadDirectors declared, effective as of
July 5, 2012, a dividend of $0.535 per share pay8elptember 10, 2012 to shareowners of recoreatidise of business on August 17, 2012.

We have an existing universal shelf registratiateshent filed with the SEC for an indeterminate am@f debt and equity securities
for future issuance, subject to our internal litidas on the amount of debt to be issued understigdf registration statement.

Off-Balance Sheet Arrangements and Contractual Obgjations

In our 2011 Annual Report, incorporated by refeesimcour 2011 Form 10-K, we disclosed our off-baksheet arrangements and
contractual obligations. On June 29, 2012, Prat¥itney, Rolls-Royce, MTU and JAEC, completed arteguring of their interests in IAE.
Under the terms of the agreement, Rolls-Royce is®lawnership and collaboration interests in IABPratt & Whitney, while also entering
into a license for its V2500 intellectual propewtith Pratt & Whitney. Concurrently, Pratt & Whitnepntered into a collaboration arrangerr
with MTU with respect to a portion of the acquiraallaboration interest in IAE. As a result of thartsactions, Pratt & Whitney now
consolidates IAE. As a result of the consolidatimm,chase obligations increased $1.9 billion amdesipected to be payable as follows: $436
million in 2012 and $1.5 billion in 2013 through12D

In exchange for the increased ownership and calidlom interests and intellectual property licerBtt & Whitney paid Rolls-Royce
$1.5 billion at closing with additional paymentsedio Rolls-Royce contingent upon each hour flowrthHzgy\VV2500-powered aircraft in service
as of June 29, 2012 during the fifteen year péidtidwing closing of the purchase. These paymerilishe capitalized as a collaboration
intangible asset and amortized in relation to #t@nemic benefits received over the projected reingiB0 year life of the V2500 program.
Flight hour payments are estimated to be approxin&123 million in 2012, $593 million in 2013 thugh 2014, $646 million in 2015
through 2016, and $2.9 billion thereafter.

In anticipation of our Goodrich acquisition, weuss $9.8 billion of long-term debt and $1.1 billiohEquity Units. Future interest
payments on these issuances are estimated to exapately $162 million in 2012, $722 million in 28 through 2014, $614 million in 2015
through 2016, and $4,521 million thereafter.

At June 30, 2012, there have been no other matdréaiges to off-balance sheet arrangements anchctrdl obligations outside the
ordinary course of business except as otherwisdodisd.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

There has been no significant change in our expasumarket risk during the second quarter of 26b2.discussion of our exposure to
market risk, refer to Part Il, Item 7A, “Quantitagiand Qualitative Disclosures About Market Ristghtained in our 2011 Form 10-K.

ltem 4. Controls and Procedures

As required by Rule 13a-15 under the SecuritiehBrge Act of 1934, as amended (Exchange Act), wédaout an evaluation under
the supervision and with the participation of owamagement, including the Chairman & Chief Execu@ficer (CEO), the Senior Vice
President and Chief Financial Officer (CFO) andVire President, Controller (Controller), of thdesfiveness of the design and operation of
our disclosure controls and procedures as of JOn2@L2. There are inherent limitations to theaffeness of any system of disclosure
controls and procedures, including the possibdithuman error and the circumvention or overridifighe controls and procedures.
Accordingly, even effective disclosure controls gmdcedures can only provide reasonable assurdrazghiving their control objectives.
Based upon our evaluation, our CEO, our CFO andCaumtroller have concluded that, as of June 30226dr disclosure controls and
procedures were effective to provide reasonablerasse that information required to be disclosethéreports that we file or submit under
the Exchange Act is recorded, processed, summaaizédeported within the time periods specifiethim applicable rules and forms, and that
it is accumulated and communicated to our managermetuding our CEO, our CFO and our Controlles ggpropriate, to allow timely
decisions regarding required disclosure.

There has been no change in our internal contral fimancial reporting during the quarter endedeJ8®, 2012 that has materially
affected, or is reasonably likely to materiallyesff, our internal control over financial reporting.

Cautionary Note Concerning Factors That May AffectFuture Results

This Form 10-Q contains statements which, to therdxhey are not statements of historical or prefect, constitute “forward-looking
statements” under the securities laws. From tintere, oral or written forward-looking statementayralso be included in other materials
released to the public. These forward-looking shetets are intended to provide management’s cuesgreictations or plans for our future
operating and financial performance, based on gstgons currently believed to be valid. Forward-loakstatements can be identified by the
use of words such as “believe,” “expect,” “expeiotas,” “plans,” “strategy,” “prospects,” “estimatéproject,” “target,” “anticipate,” “will,”
“should,” “see,” “guidance,” “confident” and otharords of similar meaning in connection with a dission of future operating or financial
performance. Forward-looking statements may incladeong other things, statements relating to fusafes, earnings, cash flow, results of
operations, uses of cash and other measures otfalgerformance. All forward-looking statemenigadlve risks, uncertainties and other
factors that may cause actual results to differeniaty from those expressed or implied in the fard¢looking statements. Such risks,
uncertainties and other factors include, withouitiation:

» the effect of economic conditions in the marketa/rich we operate in the United States and glokeaily any changes therein,
including financial market conditions, fluctuatioimsscommodity prices, interest rates and foreigmency exchange rates, levels
end market demand in construction and in both tmengercial and defense segments of the aerospagstipdlevels of air travel,
financial difficulties (including bankruptcy) of oamercial airlines, the impact of weather conditiansl natural disasters and the
financial condition of our customers and suppli

* inrespect of recently completed acquisitions,udetg the acquisition of Goodrich, our ability tdeégrate acquired operations and
to realize synergies and opportunities for growttl eanovation;

» the scope, nature, impact or timing of other adfjars divestiture and joint venture activity, imcling integration of acquired
businesses into our existing busines

» our ability to realize the intended benefits ofertty announced organizational chang

» future levels of indebtedness and capital spendittgresearch and development spenc

» future availability of credit and factors that maffect such availability, including credit marketnditions and our capital structu
« delays and disruption in delivery of materials ardvices from supplier:

* new business opportunitie

e cost reduction efforts and restructuring costssaungs and other consequences the

» the development, production, delivery, supportfgrerance and anticipated benefits of advanced tdolgres and new products
and services

» the anticipated benefits of diversification anddele of operations across product lines, regiodsradustries
» the impact of the negotiation of collective bargainagreements and labor disput

50



Table of Contents

» the outcome of legal proceedings and other conticigs;
» future repurchases of our common stc
e pension plan assumptions and future contributiand

» the effect of changes in tax, environmental an@moliws and regulations or political conditionghe United States and other
countries in which we operal

In addition, this Form 10-Q includes important imfmtion as to risks, uncertainties and other factioat may cause actual results to
differ materially from those expressed or impliadhe forward-looking statements. See the “NoteSdndensed Consolidated Financial
Statements” under the heading “Contingent Liabkiifi the section titled “Management’s Discussiod Analysis of Financial Condition and
Results of Operations” under the headings “Busi@sa=srview,” “Critical Accounting Estimates,” “Redsllof Operations,” and “Liquidity and
Financial Condition,” and the section titled “RiBkctors” in this Form 10-Q and in our 2011 FormKL@®ur Form 10-K also includes
important information as to these factors in thesiBess” section under the headings “General,” thpson of Business by Segment” and
“Other Matters Relating to Our Business as a Whaled in the “Legal Proceedings” section. Additibimaportant information as to these
factors is included in our 2011 Annual Report ia fection titled “Management’s Discussion and Asialpf Financial Condition and Results
of Operations” under the headings “Environmentattita” and “Restructuring Costs.” The forward-laagistatements speak only as of the
date of this Form 10-Q or, in the case of any deeninmcorporated by reference, the date of thatishent. We undertake no obligation to
publicly update or revise any forwaloeking statements, whether as a result of newinédion, future events or otherwise, except asired
by applicable law. Additional information as to flas that may cause actual results to differ maltgrirom those expressed or implied in the
forward-looking statements is disclosed from timeitne in our other filings with the SEC.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

As previously disclosed, the U.S. Department ofidagDOJ) sued us in 1999 in the U.S. District €dor the Southern District of
Ohio, claiming that Pratt & Whitney violated theitiFalse Claims Act and common law. This lawselates to the “Fighter Engine
Competition” between Pratt & Whitney’s F100 engarel General Electric’s F110 engine. The DOJ all¢igaisthe government overpaid for
F100 engines under contracts awarded by the UrS=dkte in fiscal years 1985 through 1990 becauat 8 Whitney inflated its estimated
costs for some purchased parts and withheld datauwbuld have revealed the overstatements. Atdfigthis matter, completed in December
2004, the government claimed Pratt & Whitney'siligbto be $624 million. On August 1, 2008, thetrcourt judge held that the Air Force
had not suffered any actual damages because P¥atiiaey had made significant price concessionsvéier, the trial court judge found tl
Pratt & Whitney violated the False Claims Act daertaccurate statements contained in its 1983 .dffiehe absence of actual damages, the
trial court judge awarded the DOJ the maximum @weihalty of $7.09 million, or $10,000 for each loé {709 invoices Pratt & Whitney
submitted in 1989 and later under the contractSdptember 2008, both the DOJ and UTC appealedettision to the Sixth Circuit Court of
Appeals. In November 2010, the Sixth Circuit affgdnPratt & Whitney’s liability under the False @ta Act and remanded the case to the
trial court for further proceedings.

On June 18, 2012, the trial court found that REatYhitney had breached other obligations imposeddoymon law based on the same
conduct with respect to which the court previodsiynd liability under the False Claims Act. Undee tcommon law claims, the U.S. Air
Force may seek damages for events occurring b&fareh 3, 1989, which are not recoverable undefFtidse Claims Act. Further
proceedings at the trial court will determine tlaengdges, if any, relating to the False Claims Adt@mmon law claims. The government is
expected to continue to seek damages of $624 miltitus interest. Pratt & Whitney continues to eont that the government suffered no
actual damages. Should the government ultimatayaik, the outcome of this matter could result ima@terial adverse effect on our results of
operations in the period in which a liability would recognized or cash flows for the period in Wwhdamages would be paid.

As previously disclosed, in December 2008, the Btepant of Defense (DOD) issued a contract clainireg&ikorsky to recover
overpayments the DOD alleges it has incurred siaceiary 2003 in connection with cost accountingngka approved by the DOD and
implemented by Sikorsky in 1999 and 2006. Thesagbs relate to the calculation of material overhedels in government contracts. The
DOD claims that Sikorsky'’s liability is approximétes93 million (including interest through June 2)1We believe this claim is without
merit and Sikorsky filed an appeal in December 2808 the U.S. Court of Federal Claims. Trial ire tihnatter is scheduled to commence |
this year. We do not believe the resolution of thiter will have a material adverse effect on@mpetitive position, results of operations,
cash flows or financial condition.
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A significant portion of our activities are subjéatexport control regulation by the U.S. DepartirefrState (State Department) under
the U.S. Arms Export Control Act and Internatiomgffic in Arms Regulations (ITAR). From time tarte, we identify, investigate,
remediate and voluntarily disclose to the Statedbmpent’s Office of Defense Trade Controls Comm@&(DTCC) potential violations of the
ITAR. DTCC administers the State Department’s atithainder the ITAR to impose civil penalties arttier administrative sanctions for
violations, including debarment from engaging ia #xport of defense articles or defense servicest lgif our voluntary disclosures are
resolved without the imposition of penalties oresthanctions. However, as previously disclose8iianember 2011, DTCC informed us that
it considers certain of our voluntary disclosuri&sdfsince 2005 to reflect deficiencies warranfy@malties and sanctions. On June 28, 2012,
we entered into a Consent Agreement (CA) with DTiG@@solve a Proposed Charging Letter that refe®approximately 45 of our previc
disclosures. The CA has a four-year term, and gessthat we will: (1) pay a civil penalty of $55Iiin, up to $20 million of which can be
suspended based on qualifying compliance invessmaatie by us prior to or during the term of the C;appoint, subject to DTCC
approval, an outside Special Compliance Official (8§ to oversee our compliance with the CA and TR; (3) continue and undertake
additional remedial actions to strengthen ITAR cbamze, with emphasis on human resources and aa@on, training, automation, and
security of electronic data; and (4) sponsor twmpany-wide outside compliance audits during thetef the CA.

The voluntary disclosures addressed in the CA d@eldisclosures made in 2006 and 2007 regardingxpert by Hamilton Sundstrand
to P&WC of certain modifications to dual-use eleaic engine control software, and the re-exporPBYVC of those software modifications
and subsequent P&WC-developed modifications to £Himing the period 2002-2004 for use in the dgualent of the Zt0 Chinese militar
helicopter. As previously disclosed, the DOJ setefyaonducted a criminal investigation of the raedtaddressed in these disclosures, as
as the accuracy, adequacy, and timeliness of #utodures. We cooperated with the DOJ’s investigatdn June 28, 2012, the U.S. Attorney
for the District of Connecticut filed a three-cowniminal information alleging: (1) that in 2002@8), P&WC caused Hamilton Sundstrand to
export ITAR-controlled software modifications tor@@ala and re@xported them to China without the required liceri@gthat in 2006, P&W(
Hamilton Sundstrand and UTC made false statememtsclosures to DTCC regarding these ITAR violagioand (3) that P&WC and
Hamilton Sundstrand violated a separate provisfadh@ITAR by failing timely to notify DTCC of thanlicensed software shipments to
China, an embargoed country. P&WC pleaded guiltyidtating the ITAR and making false statementsaléeged, and was sentenced to
probation and to pay fines and forfeitures total6g9 million. P&WC, Hamilton Sundstrand and UT8gtUTC Entities) entered into a
Deferred Prosecution Agreement (DPA) regarding#meaining offenses charged with respect to each Biiitty. The DPA has a two-year
term, and provides that the UTC Entities will: By an additional penalty of $13.8 million; (2) apg, subject to DOJ approval, an
independent monitor (who may be the same perstimeaSCO appointed under the CA) to oversee congdiaith the DPA; (3) provide
annual senior officer certifications that all knowinlations of the ITAR, Export Administration Rdgtions and sanctions regimes
implemented under the International Emergency Eava®owers Act occurring after the execution ddtthe DPA have been reported by
UTC, its subsidiaries, and its majority-owned ontrolled affiliates to the appropriate official@the U.S. government; (4) cooperate with
law enforcement in specified areas; and (5) implamspecified compliance training initiatives.

We believe the previously disclosed potential ligprecognized at March 31, 2012 of $55 millionliviie sufficient to discharge all
amounts due under the CA and DPA.

By reason of P&WC's guilty plea to a criminal viotan of the ITAR, DTCC imposed a partial statutogbarment on P&WC with
respect to obtaining new or renewed ITAR licenseilpges. The debarment does not affect existingRTicenses/authorities, nor does it
extend to programs supporting: (1) the U.S. govemin(2) NATO allies; or (3) “major non-NATO alliegas defined in the ITAR). P&WC
may seek “transaction exception” approvals on a-t®scase basis for new or renewed ITAR licensingther cases during the period of
debarment. P&WC may apply for full reinstatementToAR privileges after one year. Various militargghrtment and defense agency
officials are also reviewing the UTC Entities’ peas responsibility under the Federal AcquisitiorgRation and P&WC's eligibility to
receive funds appropriated for fiscal year 2012eauride National Defense Appropriations Act. We dbbelieve the ultimate resolution of
these matters, individually or collectively, wilhtie a material adverse effect on our competitiva@tiom, results of operations, cash flows or
financial condition.

Except as otherwise noted above, there have beeraterial developments in legal proceedings. Fagsription of previously report
legal proceedings refer to Part I, Item 3, “Legadd@edings,” of our 2011 10-K and Part Il, Itenfllegal Proceedings,” of our 2012 Form 10-
Q for the quarter ended March 31, 2012.

ltem 1A. Risk Factors

Our business, financial condition, operating ressatid cash flows can be impacted by the factorfogbtbelow, any one of which col
cause our actual results to vary materially frooerg results or from our anticipated future results

Our Global Growth I's Subject to a Number of Economic Risks

Although the global economy has gradually improsixate the significant downturn of 2008 and 2009 mite global economy
experienced widespread recessionary conditionserddevels of unemployment, significant distressimdncial institutions, extreme volatility
in security prices, severely diminished liquiditydacredit availability, rating downgrades of cantaivestments and declining valuations of
others, uncertainty continues to exist as to trexalrate and stability of the recovery. Globadgg domestic
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product growth continues to be led by emerging m@kparticularly in Brazil, Russia, India and Ghiwhile in the developed economies,
particularly in Europe, the recovery remains uraartiue to persistent high unemployment in the @rfsl. Europe, a weak U.S. and European
housing market, government budget reduction plgmesynwinding of fiscal stimuli and concerns over tieepening European sovereign debt
crisis. In addition, China has shown signs of atstesm slowdown in construction and its overathgg domestic product growth rate, while
still high, has decreased from the levels see®il2As a result, further disruptions or slowdowrttiese or in other economies could affect
our sales or liquidity.

Although consumer confidence in the U.S. has impdosince the economic downturn, it still remaing,lavhile, as mentioned above,
unemployment remains high and the housing markeairess weak. There can be no assurance that ahg oétent economic improvements
will be broad-based and sustainable, or that thlyemhance conditions in markets relevant to usther, there can be no assurance that we
will not experience further adverse effects thay fna material to our cash flows, competitive positifinancial condition, results of
operations, or our ability to access capital. Witikese economic developments have not impairedlility to access credit markets and
finance our operations to date, there can be ngasse that there will not be a further deteriamaiin financial markets and confidence in
major economies. These economic developments dffesthesses such as ours in a number of ways.igttering of credit in financial
markets adversely affects the ability of our custesrand suppliers to obtain financing for significaurchases and operations and could
result in a decrease in or cancellation of order®tir products and services as well as impacaliiléy of our customers to make payments.
Similarly, this tightening of credit may adverselffect our supplier base and increase the potdti@ine or more of our suppliers to
experience financial distress or bankruptcy. Oobgl business is also adversely affected by deesdaghe general level of economic
activity, such as decreases in business and comspaeding, air travel, construction activity, firancial strength of airlines and busines:
operators, and government procurement. Strengtbeithe rate of exchange for the U.S. Dollar aglad®rtain major currencies such as the
Euro, the Canadian Dollar and other currencies ads@rsely affects our results, as the majoritgwofsales are non-U.S. based.

Our Financial Performance | s Dependent on the Conditions of the Construction and Aerospace | ndustries

The results of our commercial and industrial busses, which generated approximately 58 percentiro€@nsolidated net sales in 2011,
are influenced by a number of external factorsudirlg fluctuations in residential and commerciahstouction activity, regulatory changes,
interest rates, labor costs, foreign currency emghaates, customer attrition, raw material andgneosts, the tightening of global credit
markets and other global and political factors. &ample, a slowdown in building and remodelingvétgtcan adversely affect our UTC
Climate, Controls & Security segment. In additiorthese factors, the financial performance of UTiith@te, Controls & Security can also be
influenced by production and utilization of trangpequipment and, particularly in its residentiabmess, weather conditions.

The results of our commercial and military aerogplagsinesses, which generated approximately 42peof our consolidated net sales
in 2011, are directly tied to the economic condition the commercial aviation and defense industrignich are cyclical in nature. Although
the operating environment currently faced by conuiaérirlines has shown signs of improvement in2@idth many airlines returning to
profitability, uncertainty continues to exist. Asesult, financial difficulties, including bankrugyt of one or more of the major commercial
airlines could result in significant cancellatiosfsorders, reductions in our aerospace sales asg$ounder existing contracts. In addition,
capital spending and demand for aircraft enginesgspace products and component aftermarket padtsexvice by commercial airlines,
aircraft operators and aircraft manufacturers afleaénced by a wide variety of factors, includingrent and predicted traffic levels, load
factors, aircraft fuel pricing, labor issues, wavide airline profits, airline consolidation, comitiein, the retirement of older aircraft,
regulatory changes, terrorism and related safatgems, general economic conditions, corporatdtphility, and backlog levels, all of whic
could reduce the demand for air travel and therafieket sales and margins of our aerospace busmdssture terrorist actions, pandemic
health issues or major natural disasters could dtiaaily reduce both the demand for air travel andaerospace businesses aftermarket sale
and margins. Also, since a substantial portiorhefliacklog for commercial aerospace customersisdsded for delivery beyond 2012,
changes in economic conditions may cause custameesjuest that firm orders be rescheduled or dadcAt times, our aerospace
businesses also enter into firm fixed-price dewelept contracts, which may require us to bear cestrans related to unforeseen technical
and design challenges that arise during the dewaap stage of the program. In addition, our aerosfaisinesses face intense competition
from domestic and foreign manufacturers of new gaeint and spare parts. The defense industry isaffiscted by a changing global politi
environment, continued pressure on U.S. and gldéfEnse spending and U.S. foreign policy and thel lef activity in military flight
operations. Spare parts sales and aftermarketsereinds are affected by similar factors, inclgdisage, pricing, technological
improvements, regulatory changes and the retirewfesitier aircraft. Furthermore, because of thgtley research and development cycle
involved in bringing products in these businessysags to market, we cannot predict the economiditions that will exist when any new
product is complete. A reduction in capital spegdimthe commercial aviation or defense industcasld have a significant effect on the
demand for our products, which could have a mdtadaerse effect on our competitive position, resaf operations, cash flows or financial
condition.

Our Business May Be Affected by Government Contracting Risks and Laws Relating to Export of Goods and Technology

U.S. government contracts are subject to termindijothe government, either for the conveniencitefgovernment or for default as a
result of our failure to perform under the applieatontract. If terminated by the government assalt of our default, we could be liable for
additional costs the government incurs in acquitindelivered goods or services from another soamckany
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other damages it suffers. We are now, and belieaein light of the current U.S. government contiragenvironment we will continue to be,
the subject of one or more U.S. government invatitigs relating to certain of our U.S. governmanttcacts. If we or one of our business
units were charged with wrongdoing as a resultngf@.S. government investigation (including viotatiof certain environmental or export
laws), the U.S. government could suspend us fratdibg on or receiving awards of new U.S. governneemtracts pending the completion
of legal proceedings. If convicted or found liakilee U.S. government could subject us to finesafiiers, repayments and treble and other
damages, and/or bar us from bidding on or receinig awards of U.S. government contracts. The gb8ernment could void any contracts
found to be tainted by fraud. The U.S. governmésu eeserves the right to debar a contractor freceiving new government contracts for
fraudulent, criminal or other seriously impropendact. Debarment generally does not exceed thraes ysdependently, failure to comply
with U.S. laws and regulations related to the expbgoods and technology outside the United Stedesd result in civil or criminal penalties
and suspension or termination of our export prgete As previously disclosed and as discussedririPiem 1 “Legal Proceedings,” and in
Note 14 to the Condensed Consolidated Financia®tnts in this Form -Q, on June 28, 2012 we entered into a conseneamgnat with

the DTCC and a deferred prosecution agreementth@tOJ regarding separate but related exportdiognrcompliance violations, both of
which impose significant continuing obligations.dddition, we are also sensitive to U.S. militanglgets, which may fluctuate based on the
policies of a new administration or Congress.

Our International Operations Subject Usto Economic Risk As Our Results of Operations May Be Adversely Affected by Changesin
Foreign Currency Fluctuations, Economic Conditions and Changesin Local Government Regulation

We conduct our business on a global basis, witheqimately 61 percent of our total 2011 segmergsderived from international
operations, including U.S. export sales. Changésdal and regional economic conditions, includilugtuations in exchange rates, may
affect product demand and reported profits in @mn-bl.S. operations (primarily the commercial busges), where transactions are generally
denominated in local currencies. In addition, cuekefluctuations may affect the prices we pay sigppifor materials used in our products.

a result, our operating margins may also be negjgtimpacted by worldwide currency fluctuationstthesult in higher costs for certain cross
border transactions. Our financial statements am@ohinated in U.S. Dollars. Accordingly, fluctuatioin exchange rates may also give ris
translation gains or losses when financial statesnehnon-U.S. operating units are translated 8. Dollars. Given that the majority of our
sales are non-U.S. based, a strengthening of tBellar against other major foreign currenciesld@dversely affect our results of
operations.

The majority of sales in the aerospace businessessamsacted in U.S. Dollars, consistent withldished industry practice, while the
majority of costs at locations outside the Unitealt&s are incurred in the applicable local currgipeyncipally the Euro, the Canadian Dollar,
and the Polish Zloty). For operating units with UD®llar sales and local currency costs, theref@eign currency exposure that could img
our results of operations depending on market obsaimgthe exchange rate of the U.S. Dollar agaimestapplicable foreign currencies. To
manage certain exposures, we employ long-term hgdirategies associated with U.S. Dollar sales.N8#e 1 and Note 13 to the
Consolidated Financial Statements in our 2011 AhRegort and Note 9 to the Condensed ConsolidaiteghEial Statements in this Form
10-Q for further discussion of our hedging stragsgi

Our international sales and operations are sutpatgsks associated with changes in local goverriaevs, regulations and policies,
including those related to tariffs and trade bastigmvestments, taxation, exchange controls, ahpintrols, employment regulations, and
repatriation of earnings. Our international saled @perations are also sensitive to changes ingiorgational priorities, including governme
budgets, as well as to political and economic it International transactions may involve irased financial and legal risks due to
differing legal systems and customs in foreign ¢oes. For example, as a condition of sale or aved@ contract, some international
customers require us to agree to offset arrangespehich may include in-country purchases, manufang and financial support
arrangements. The contract may provide for persaiti¢he event we fail to perform in accordancehwlite offset requirements.

In addition, as part of our globalization strategy, have invested in certain countries, includingeitina, Brazil, China, India, Mexic
Russia, South Africa and countries in the MiddIstEthat carry high levels of currency, politicaldeeconomic risk. We expect that sales to
emerging markets will continue to account for an#igant portion of our sales as our business ex®blnd as these and other developing
nations and regions around the world increase tleirand for our products. Emerging market operat@am present many risks, including
civil disturbances, health concerns, cultural défeces (such as employment and business practicdaiility in gross domestic product,
economic and government instability, and the imipasiof exchange controls and capital controls. i/thiese factors and their impact are
difficult to predict, any one or more of them coblave a material adverse effect on our competftagtion, results of operations, cash flows
or financial condition.

We Use a Variety of Raw Materials, Supplier-Provided Parts, Components, Sub-Systems and Third Party Contract Manufacturing Services
in Our Businesses, and Significant Shortages, Supplier Capacity Constraints, Supplier Production Disruptions or Price I ncreases Could
Increase Our Operating Costs and Adversely | mpact the Competitive Positions of Our Products

Our reliance on suppliers, third party contract ofaoturing and commodity markets to secure raw rigs$e parts, components and sub-
systems used in our products exposes us to vblatilthe prices and availability of these matexidh many instances, we depend upon a
single source of supply, manufacturing or asserablyarticipate in commodity markets that may beettito allocations of limited supplies
by suppliers. A disruption in deliveries from owpgliers or third party contract manufacturers,
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supplier capacity constraints, supplier and thadypcontract manufacturer production disruptiariesing or bankruptcy of our suppliers,
price increases, or decreased availability of raatemials or commodities, could have a material extveffect on our ability to meet our
commitments to customers or increase our operatists. We believe that our supply management asdbption practices are based on an
appropriate balancing of the foreseeable riskstaaaosts of alternative practices. Nonethelesse imcreases, supplier capacity constraints,
supplier production disruptions or the unavailapitif some raw materials may have a material adveffect on our competitive position,
results of operations, cash flows or financial dtod.

We Engage in Acquisitions and Divestitures, and May Encounter Difficulties | ntegrating Acquired Businesses with, or Disposing of
Divested Businesses from, Our Current Operations; Therefore, We May Not Realize the Anticipated Benefits of these Acquisitions and
Divestitures

We seek to grow through strategic acquisitionsdiditéon to internal growth. In the past severalrgeave have made various acquisiti
and have entered into joint venture arrangemetasidted to complement and expand our businessegxaedt to do so in the future. For
example, we recently completed our acquisition ob@ich on July 26, 2012 and on June 29, 2012t Rraithitney completed its acquisition
of the interests of Rolls-Royce in IAE. Further,©ntober 12, 2011 Pratt & Whitney and Rolls-Royneaunced an agreement to form a new
joint venture to develop new engines to power e generation of m-size aircraft that will replace the existing fledtmid-size aircraft
currently in service or in development and MTU aadEC subsequently agreed to join this new jointwen Our due diligence reviews may
not identify all of the material issues necessargdcurately estimate the cost and potential loeirggencies of a particular transaction,
including potential exposure to regulatory sanciogsulting from an acquisition targeprevious activities. We may incur unanticipatedts
or expenses, including post-closing asset impaitroearges, expenses associated with eliminatingjadue facilities, litigation, and other
liabilities. We also may encounter difficultiesimegrating acquisitions with our operations, appdyour internal controls processes to these
acquisitions, or managing strategic investmentglithahally, we may not realize the degree or timaidenefits we anticipate when we first
enter into a transaction. The success of our pexpasquisitions will depend on the satisfactiocaiditions precedent to, and consummation
of, the proposed transactions, the timing of conmmation of these proposed transactions, and thiyasiilthe parties to secure any required
regulatory approvals in a timely manner. Any of theegoing could adversely affect our businessrasdlts of operations. Accounting
requirements relating to business combinationgiéticg the requirement to expense certain acqarsitosts as incurred, may cause us to
incur greater earnings volatility and generally émarnings during periods in which we acquire besinesses. Furthermore, we make
strategic divestitures from time to time. Theseediitures may result in continued financial invohent in the divested businesses, such as
through guarantees or other financial arrangemésitsying the transaction. Under these arrangesjaminperformance by those divested
businesses could result in obligations imposedsoand could affect our future financial resultsatidition, as disclosed in Note 2 to the
Condensed Consolidated Financial Statements irFthis) 10-Q, the Board of Directors of the Compaayg approved a plan for the
divestiture of a number of non-core businessesnahdash generated from these divestitures indeie to be used to repay a portion of the
short-term debt we incurred as part of the finagdor the recently completed acquisition of Gookrié/hether and when these divestitures
are consummated and the consideration receivedidmll determine how much of such debt we aredblrepay using these divestiture
proceeds and the timeframe of repayment.

Our Acquisition of Goodrich May Underperform Relative to our Expectations; The Transaction May Cause Our Financial Resultsto
Differ From Our Expectations or the Expectations of the I nvestment Community; We May Not Be Able to Achieve Anticipated Cost
Savings or Other Anticipated Synergies

There is unpredictability in the business and ragui conditions affecting the industries in whigh and Goodrich operate. The suci
of the acquisition will depend, in part, on ourldpito realize the anticipated synergies, cosirsgs and growth opportunities from the
integration of Goodrich with our existing businessEhe integration process may be complex, cositytene-consuming. The potential
difficulties of integrating the operations of Gomtirand realizing our expectations for the acquisitnclude, among others:

» failure to implement our business plan for the coratl business

* unanticipated issues in integrating manufacturiogistics, information, communications and othesteyns;

* unanticipated changes in the combined businessodo@tential divestitures or other requirementsadsgd by antitrust regulatol
* unanticipated changes in applicable laws and réguks

e retaining key customers, suppliers and employ

e retaining and obtaining required regulatory appleM&censes and permit

e operating risks inherent in the Goodrich businesba@ur busines:

« the impact on our internal controls and complianih the regulatory requirements under the Sark-Oxley Act of 2002; ani

» other unanticipated issues, expenses and liabil

55



Table of Contents

Our Debt Has Increased As A Result of the Goodrich Acquisition and Will Increase If We Incur Additional Debt in the Future and Do Not
Retire Existing Debt.

We have outstanding debt and other financial oliiga and significant unused borrowing capacity.ofdune 30, 2012, we had
approximately $20.7 billion of total debt on a colidated basis. We have incurred additional delat eesult of our financing of the Goodrich
acquisition and have assumed approximately $1lidmibf net Goodrich debt. Our debt level and rediatiebt service obligations could have
negative consequences, including:

» requiring us to dedicate significant cash flow froperations to the payment of principal and inteoesour debt, which would
reduce the funds we have available for other pwgasuch as acquisitior

» reducing our flexibility in planning for or reactjrto changes in our business and market conditaomd
* exposing us to interest rate risk since a portioouo debt obligations are at variable ra

We may incur significantly more debt in the futulfeve add new debt and do not retire existing dé# risks described above could
increase.

Our current global and domestic revolving crediilfaies impose restrictions on us, including cartastrictions on our ability to incur
liens on our assets. Our current revolving creatitlities are available for general corporate pagso There are currently no amounts
outstanding under our credit facilities. Our lorgrt debt obligations include covenants that mayeesbly affect our ability to incur certain
secured indebtedness or engage in certain typsslefind leaseback transactions. Our ability toptpmith these restrictions and covenants
may be affected by events beyond our control. lfnesach any of these restrictions or covenantddanbt obtain a waiver from the lenders,
then, subject to applicable cure periods, our antiihg indebtedness could be declared immediatedyatid payable.

We Design, Manufacture and Service Products that I ncorporate Advanced Technologies; The I ntroduction of New Products and
Technologies I nvolves Risks and We May Not Realize the Degree or Timing of Benefits I nitially Anticipated

We seek to achieve growth through the design, dewe¢nt, production, sale and support of innovatinselucts that incorporate
advanced technologies. The product, program amnitseneeds of our customers change and evolveadguand we invest substantial
amounts in research and development efforts taupuaisvancements in a wide range of technologiesiugts and services. Our ability to
realize the anticipated benefits of these advann&srdepends on a variety of factors, including imgedevelopment, production, certificati
and regulatory approval schedules; execution efiral and external performance plans; availabdftgupplier- and internally-produced parts
and materials; performance of suppliers and subactatrs; hiring and training of qualified personrehieving cost and production
efficiencies; identification of emerging technologii trends in our target end-markets; validatiomabvative technologies; the level of
customer interest in new technologies and prodacis;customer acceptance of our products and pi®that incorporate technologies we
develop. These factors involve significant riskd ancertainties. Any development efforts diverbrgses from other potential investments in
our businesses, and these efforts may not ledtetddvelopment of new technologies or products timely basis or meet the needs of our
customers as fully as competitive offerings. Initidd, the markets for our products or products theorporate our technologies may not
develop or grow as we anticipate. We or our suppbad subcontractors may encounter difficultiedemeloping and producing these new
products and services, and may not realize theedegrtiming of benefits initially anticipated. Dteethe design complexity of our products,
we may in the future experience delays in compigtive development and introduction of new produ&is; delays could result in increased
development costs or deflect resources from othaegts. For example, we cannot predict with catyaiwhether, when and in what quanti
our aerospace businesses will produce and sela&tiengines, helicopters, aircraft systems andpmrants and other products currently in
development or pending required certifications. Gumtracts are typically awarded on a competitiasiss Our bids are based upon, among
other items, the cost to provide the products amdices. To generate an acceptable return on wasiment in these contracts, we must be
able to accurately estimate our costs to provides#rvices required by the contract and to betalitemplete the contracts in a timely
manner. If we fail to accurately estimate our castthe time required to complete a contract, ttodifability of our contracts may be
materially and adversely affected. Some of our reats$ provide for liqguidated damages in the evieait Wwe are unable to perform and deliver
in accordance with the contractual specificatioms$ schedule. Furthermore, we cannot be sure thiatarapetitors will not develop
competing technologies which gain market acceptanadvance of or instead of our products. The ipdig exists that our competitors
might develop new technology or offerings that migluse our existing technology and offerings tcobee obsolete. Any of the foregoing
could have a material adverse effect on our coripefposition, results of operations, cash flowdimancial condition.

We Are Subject to Litigation, Tax, Environmental and Other Legal Compliance Risks

We are subject to a variety of litigation, tax dagal compliance risks. These risks include, amathgr things, possible liability relatit
to product liability matters, personal injuriesteltectual property rights, contract-related claigevernment contracts, taxes, environmental
matters and compliance with U.S. and foreign exfaovs, competition laws and laws governing impramesiness practices. We or one of
business units could be charged with wrongdoing esult of such matters. If convicted or foundlia we could be subject to significant
fines, penalties, repayments, other damages (tainarases, treble
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damages), or suspension or debarment from govetrecoatracts. Independently, failure of us or onewf business units to comply with
applicable export and trade practice laws couldltés civil or criminal penalties, suspension, daient or termination of export privileges.
As previously disclosed and as discussed in Pdtet 1 “Legal Proceedings,” and in Note 14 to @@densed Consolidated Financial
Statements in this Form 10-Q, on June 28, 2012ntered into a consent agreement with the DTCC ahefexred prosecution agreement
with the DOJ regarding separate but related expemsing compliance violations, both of which inspcsignificant continuing obligations.
As a global business, we are subject to complex kd regulations in the U.S. and other countrieghiich we operate. Those laws and
regulations may be interpreted in different waysey may also change from time to time, as mayedlatterpretations and other guidance.
Changes in laws or regulations could result in igikxpenses and payments, and uncertainty relatitagvs or regulations may also affect
how we conduct our operations and structure owrstments and could limit our ability to enforce aghts. Changes in environmental and
climate change laws or regulations, including lalating to greenhouse gas emissions, could leadwoor additional investment in product
designs and could increase environmental compliarpenditures. Changes in climate change concermis the regulation of such concerns,
including greenhouse gas emissions, could subgetd additional costs and restrictions, includingréased energy and raw materials costs.

In the area of taxes, changes in tax laws and atignk, as well as changes in related interpretatamd other tax guidance could
materially impact our tax receivables and lial@ktiand our deferred tax assets and deferred taktiés. Additionally, in the ordinary course
of business we are subject to examinations by uarauthorities, including tax authorities. In adgitto ongoing investigations, there coulc
investigations launched in the future by governrakeatithorities in various jurisdictions, and exigtinvestigations could be expanded. The
global and diverse nature of our operations meaatsthese risks will continue to exist and addiidegal proceedings and contingencies will
arise from time to time. Our results may be affddig the outcome of legal proceedings and othetimgencies that cannot be predicted with
certainty.

For non-income tax risks, we estimate material tmggingencies and establish reserves as requyrgeéierally accepted accounting
principles based on our assessment of contingemtiese liability is deemed probable and reasonebtymable in light of the facts and
circumstances known to us at a particular poininte. Subsequent developments in legal proceedireysaffect our assessment and estin
of the loss contingency recorded as a liabilitp®m@ reserve against assets in our financial ststisnrand could result in a material adverse
effect on our results of operations in the perioavhich a liability would be recognized or cashiftofor the period in which damages would
be paid. For a description of current legal proaegs] see Part |, Item 3 “Legal Proceedings,” inlorm 10-K, as updated from time to time
in subsequent filings, including this Form 10-Qr Facome tax risks, we recognize tax benefits basedur assessment that a tax benefit has
a greater than 50 percent likelihood of being smethupon ultimate settlement with the applicabbdrtg authority that has full knowledge of
all relevant facts. For those income tax positiwhgre we assess that there is not a greater thpargént likelihood that such tax benefits
be sustained, we do not recognize a tax beneditiirfinancial statements. Subsequent events mageaagito change our assessment of the
likelihood of sustaining a previously-recognizedhéfit which could result in a material adverse effen our financial condition or results of
operations in the period in which any such evesticgor on our cash flows in the period in whicé thtimate settlement with the applicable
taxing authority occurs.

We May Be Unable to Realize Expected Benefits From Our Cost Reduction and Restructuring Efforts; Our Profitability May Be Hurt or
Our Business Otherwise Might Be Adversely Affected

In order to operate more efficiently and contradtspwe announce from time to time restructuriramp) which include workforce
reductions as well as global facility consolidaand other cost reduction initiatives. These ptarsntended to generate operating expense
savings through direct and indirect overhead expeaductions as well as other savings. We may taddefurther workforce reductions or
restructuring actions in the future. These typesost reduction and restructuring activities anmplex. If we do not successfully manage our
current restructuring activities, or any other masturing activities that we may undertake in thtufe, expected efficiencies and benefits
might be delayed or not realized, and our operatard business could be disrupted. Risks assoaidtiedhese actions and other workforce
management issues include delays in implementafianticipated workforce reductions, additional xjmected costs, changes in restructu
plans that increase or decrease the number of gegsmffected, adverse effects on employee monalé¢he failure to meet operational
targets due to the loss of employees, any of witiaki impair our ability to achieve anticipated c@stuctions or may otherwise harm our
business, which could have a material adversetaffeour competitive position, results of operasiocash flows or financial condition.

Our Financial Performance May Be Adversely Affected By Information Technology and Other Business Disruptions

Our business may be impacted by disruptions, ifetuothformation technology attacks or failuresgiduis to physical security, as well
damaging weather or other acts of nature, pandeoniother public health crises. Cybersecurity &dam particular, are evolving and
include, but are not limited to, malicious softwaattempts to gain unauthorized access to datag#ued electronic security breaches that
could lead to disruptions in systems, unauthorizdéehse of confidential or otherwise protectedrimfation and corruption of data. We have
experienced cybersecurity attacks in the past aadenperience them in the future, potentially witbre frequency. We believe that we have
adopted appropriate measures to mitigate poteaigla to our technology and our operations frons¢hieformation technology-related and
other potential disruptions. However, given thenadctability of the timing, nature and scope oflsdisruptions, we could potentially be
subject to production downtimes, operational delagtser
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detrimental impacts on our operations or abilitptovide products and services to our customeescdmpromising of confidential or
otherwise protected information, destruction orgption of data, security breaches, other manipnatr improper use of our systems and
networks, financial losses from remedial actionsslof business or potential liability, and/or dgméo our reputation, any of which could
have a material adverse effect on our cash floarspetitive position, financial condition or resutsoperations.

We Depend On Our | ntellectual Property, and Have Accessto Certain Intellectual Property and Information of Our Customersand
Suppliers; Infringement or Failureto Protect Our I ntellectual Property Could Adversely Affect Our Future Growth and Success

We rely on a combination of patents, trademarkgyrghts, trade secrets, nondisclosure agreemiafidsmation technology security
systems and other measures to protect our propyigtzllectual property. We also rely on nondistlce agreements, information technology
security systems and other measures to protecticetistomer and supplier information and intellatproperty that we have in our
possession or to which we have access. Our effopsotect intellectual property and proprietaghts may not be sufficient. We cannot be
sure that our pending patent applications will lieisuthe issuance of patents to us, that patesstseid to or licensed by us in the past or in the
future will not be challenged or circumvented byngpetitors, or that these patents will be foundeovalid or sufficiently broad to preclude
our competitors from introducing technologies saniio those covered by our patents and patentcgioins. In addition, our ability to
enforce and protect our intellectual property rigimay be limited in certain countries outside tmétéd States, which could make it easier for
competitors to capture market position in such toes by utilizing technologies that are similathose developed or licensed by us. We
also be subject to disruptions, losses and lighiéisulting from various cybersecurity attacksrdormation technology failures. Cybersecu
attacks, in particular, are evolving and includgt, &re not limited to, malicious software, attentptgain unauthorized access to data, and
other electronic security breaches that could teatisruptions in systems, unauthorized releasmofidential or otherwise protected
information and corruption of data. We have expergel cybersecurity attacks in the past and mayreeqme them in the future, potentially
with more frequency.

Any of these events or factors could diminish arsgaus to lose the competitive advantages assdaidtie our intellectual property,
subject us to judgments, penalties and signifiiigation costs or temporarily or permanently disr our sales and marketing of the affected
products or services. Any of the foregoing couldeha material adverse effect on our competitivatjpos results of operations, cash flows or
financial condition.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Issuer Purchases of Equity Securities

We did not make any repurchases of our common sindkr the current share repurchase program dthinguarter ended June 30,
2012. Under the current program, which was annadioceMarch 10, 2010 and which authorizes the rémse of up to 60 million shares of
our common stock, shares may be purchased on #reroprket, in privately negotiated transactions amder plans complying with Rules
10b5-1 and 10b-18 under the Securities Exchang@fAt®34, as amended. In connection with our pepdoquisition of Goodrich, we
announced that we will suspend additional sharerodyases until at least January 1, 2013, and igitlificantly reduce repurchases for two
years thereafter. The number of shares remaininguichase under the current program is approxig;nét837,000. We may, howeve
continue to reacquire shares outside of this pragram time to time in connection with the surrendéshares to cover taxes on the vesting
of restricted stock. Approximately 3,000 shareseneacquired in transactions outside the programmglithe quarter ended June 30, 2012.

Item 3. Defaults Upon Senior Securitie:
None.
Item 4. Mine Safety Disclosures

Not applicable.
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ltem 6. Exhibits

Exhibit
Number Exhibit Description
12 Statement re: computation of ratio of earningsxed charges.
15 Letter re: unaudited interim financial informati®i
31 Rule 13i-14(a)/15¢-14(a) Certifications.
32 Section 1350 Certifications

101.INS XBRL Instance Document.*
(File name: ut-20120630.xml

101.SCH XBRL Taxonomy Extension Schema Document.*
(File name: ut-20120630.xsd

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute
(File name: ut-20120630_cal.xml

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh&n
(File name: ut-20120630_def.xml

101.LAB XBRL Taxonomy Extension Label Linkbase Document.*
(File name: ut-20120630_lab.xml

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenirf
(File name: ut-20120630_pre.xm!

Notes to Exhibits List:

* Submitted electronically herewit

Attached as Exhibit 101 to this report are thedielhg formatted in XBRL (Extensible Business RepwtLanguage): (i) Condensed
Consolidated Statements of Comprehensive Incomtéoquarters and six months ended June 30, 262G, (i) Condensed
Consolidated Balance Sheet at June 30, 2012 anehider 31, 2011, (iii) Condensed Consolidated Stat¢mf Cash Flows for the six
months ended June 30, 2012 and 2011 and (iv) N@t€sndensed Consolidated Financial Statements.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

UNITED TECHNOLOGIES CORPORATION
(Registrant)

Dated: July 30, 2012 by: /'s/ GREGORYJ. HAYES

Gregory J. Hayes
Senior Vice President and Chief Financial Officer

(on behalf of the Registrant and as the Regissdntincipal
Financial Officer)

Dated: July 30, 2012 by: /s/ PETERF. L ONGO

Peter F. Longo
Vice President, Controller

(on behalf of the Registrant and as the Regissdntincipal
Accounting Officer)
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EXHIBIT INDEX
Exhibit
Number Exhibit Description
12 Statement re: computation of ratio of earningsxed charges.
15 Letter re: unaudited interim financial informati®i
31 Rule 13i-14(a)/15¢-14(a) Certifications.
32 Section 1350 Certifications

101.INS XBRL Instance Document.*
(File name: ut-20120630.xml

101.SCH XBRL Taxonomy Extension Schema Document.*
(File name: ut-20120630.xsd

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute
(File name: ut-20120630_cal.xml

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh&n
(File name: ut-20120630_def.xml

101.LAB XBRL Taxonomy Extension Label Linkbase Document.*
(File name: ut-20120630_lab.xml

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenirf
(File name: ut-20120630_pre.xm!

Notes to Exhibits List:

* Submitted electronically herewit

Attached as Exhibit 101 to this report are thedielhg formatted in XBRL (Extensible Business RepwtLanguage): (i) Condensed
Consolidated Statements of Comprehensive Incomtéoquarters and six months ended June 30, 262G, (i) Condensed
Consolidated Balance Sheet at June 30, 2012 anehider 31, 2011, (iii) Condensed Consolidated Stat¢mf Cash Flows for the six
months ended June 30, 2012 and 2011, and (iv) N@t€sndensed Consolidated Financial Statements.
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Exhibit 12

UNITED TECHNOLOGIES CORPORATION
AND SUBSIDIARIES

STATEMENT RE: COMPUTATION OF RATIO OF EARNINGS TO F IXED CHARGES

Six Months
Ended June 30,
(Dollars in millions) 2012 2011
Fixed Charges
Interest expenst $ 354 $ 33C
Interest capitalize 10 11
One-third of rents? 75 75
Total fixed charge $ 43¢ $ 41€
Earnings:
Income from continuing operations before income $3,59t  $3,56(
Fixed charges per abo 43¢ 41€
Less: capitalized intere (10) (12)
42¢ 40&
Amortization of interest capitalize 6 8
Total earning $4,03C  $3,97:
Ratio of earnings to fixed charg 9.1¢ 9.5t

! Pursuant to the guidance in the Income Taxes Taftice FASB ASC, interest related to unrecognizeditenefits recorded was
approximately $17 million and $10 million for thix $nonths ended June 30, 2012 and 2011, respegctiVke ratio of earnings to fixed
charges would have been 9.55 and 9.79 for the sixtims ended June 30, 2012 and 2011, respecti¥slych interest were excluded
from the calculation

Reasonable approximation of the interest fac



Exhibit 15
July 30, 2012

Securities and Exchange Commission
100 F Street, N.E.
Washington, DC 20549

Commissioners:

We are aware that our report dated July 30, 201@uomeview of interim financial information of Ued Technologies Corporation (the
“Corporation”) for the three-month and six-monthipds ending June 30, 2012 and 2011 and includ#usitCorporatiors quarterly report @
Form 10-Q for the quarter ended June 30, 201Zrporated by reference in its Registration Statéroa Form S-3 (No. 333-167771) as
amended by Post-Effective Amendment No.1 on Forgn(Se. 333-167771), in the Registration Statemenform S-4 (No. 333-77991) as
amended by Post-Effective Amendment No. 1 on Fo8n([So. 333-77991) and in the Registration Statesen Form S-8 (Nos. 333-
177520, 333-177517, 333-175781, 333-175780, 33393,6333-150643, 333-125293, 333-110020, 333-100323-100723, 333-100718,
333-82911, 333-77817, 333-21853, 333-21851 and313B5).

Very truly yours,
/sl PricewaterhouseCoopers LLP

Hartford, Connecticut



Exhibit 31.1
CERTIFICATION

I, Louis R. Chénevert, certify that:

1. | have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donétate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and procedoresused such disclosure controls and procedaoies designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b. Designed such internal control over financigloring, or caused such internal control over faialhreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registeadisclosure controls and procedures and preseantbis report our conclusio
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehlis report based on
such evaluation; ar

d. Disclosed in this report any change in the tegid's internal control over financial reportirttat occurred during the

registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b. Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ LouisR. CHENEVERT
Louis R. Chéneve!
Date: July 30, 201 Chairman & Chief Executive Office




Exhibit 31.2

CERTIFICATION

I, Gregory J. Hayes, certify that:

1. | have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or donfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

a.

Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared

Designed such internal control over financiglaing, or caused such internal control over faiakreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preseantbis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

Disclosed in this report any change in the tegid's internal control over financial reportirttat occurred during the

registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):
a.

b.

All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ GREGORYJ. HAYES
Gregory J. Haye

Date: July 30, 201 Senior Vice President and Chief Financial Offi



Exhibit 31.3

CERTIFICATION

I, Peter F. Longo, certify that:

| have reviewed this quarterly report on Forn-Q of United Technologies Corporatic

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

1.
2.

a.

Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isiige prepared

Designed such internal control over financiglaring, or caused such internal control over faiakhreporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbis report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; ar

Disclosed in this report any change in the tegid's internal control over financial reportirttat occurred during the

registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annyabrrg that has materiall
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):
a.

b.

All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal control over financial reportir

/s/ PETERF. L ONGO
Peter F. Longt

Date: July 30, 201 Vice President, Controlle



Exhibit 32

Section 1350 Certifications
Pursuant to Section 906 of the Sarbanes-Oxley Act 28002
(Subsections (a) and (b) of Section 1350, ChapteB 6f Title 18, United States Code)

Pursuant to section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 1358ptdr 63 of title 18, United States
Code), each of the undersigned officers of Unitedihologies Corporation, a Delaware corporatioe (tGorporatiori’), does hereby certify
that:

The Quarterly Report on Form 10-Q for the quartetesl June 30, 2012 (the “ Form-@Q0’) of the Corporation fully complies with the
requirements of section 13(a) or 15(d) of the SéearExchange Act of 1934 and information contdiirethe Form 10-Q fairly presents, in
all material respects, the financial condition aesllts of operations of the Corporation.

Date: July 30, 2012 /sl L ouisR. CHENEVERT
Louis R. Chéneve!
Chairman & Chief Executive Office

Date: July 30, 2012 /s| GREGORYJ. HAYES
Gregory J. Haye
Senior Vice President and Chief Financial Offi

Date: July 30, 2012 /s| PETERF. L oNGO
Peter F. Longt
Vice President and Controll




